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PURCHASE RESALE TRANSACTIONS OF THE 
COMMODITY CREDIT CORPORATION 


WEDNESDAY, JUNE 1, 1955 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON INTER-GOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m. in room 1501 House Office Build- 
ing, Hon. L. H. Fountain (chairman) presiding. 

Subcommittee members present: Representatives L. H. Fountain 
(chairman), Lester Holtzman, Henry 8. Reuss, and B. Carroll Reece. 

Also present: James R. Naughton, subcommittee counsel. 

Witnesses present: Preston Richards, Vice President, Commodity 
Credit Corporation and Deputy Administrator for Price Support of 
the Commodity Stabilization Service; Don S. Anderson, Director, 
Livestock and Dairy Division, Commodity Stabilization Service; 
John C. Blum, Chief, Standarization and Program Development 
Branch, Dairy Division, Agricultural Marketing Service; B. J. Om- 
modt, Chief, Inspection and Grading Branch, Dairy Division, Agri- 
cultural Marketing Service; Walter Berger, Vice President, Com- 
modity Credit Corporation, and Associate Administrator, Commodity 
Stabilization Service; Edward Shulman, Deputy General Counsel, 
Department of Agriculture; and George Cooper, Chief, Commodity 
Credit Division, Office of the General Counsel. 

Mr. Founrarn. The subcommittee will come to order. 

Let the record show that Mr. Reece, Mr. Holtzman, Mr. Reuss, and 
the chairman are present. 

I understand we have with us this morning Mr. Preston Richards, 
who is Vice President of the Commodity Credit Corporation and 
Deputy Administrator for Price Support of the Commodity Stabili- 
zation Service; Mr. Don S. Anderson, Director, Livestock and Dairy 
Division, Commodity Stabilization Service; Mr. John C. Blum, Chief, 
Standardization and Program Development Branch, Dairy Division, 
Agricultural Marketing Service; Mr. B. J. Ommodt, Chief, Inspection 
and Grading Branch, Dairy Division, Agricultural Marketing Serv- 
ice; Mr. Walter Berger, Vice President of the Commodity Credit 
Corporation and Associate Administrator of the Commodity Stabili- 
zation Service; Mr. Edward Shulman, Deputy General Counsel; and 
Mr. George E. Cooper, Chief of the Commodity Credit Division, Office 
of the General Counsel, United States Department of Agriculture. 

Before beginning the hearing I would like to thank you gentlemen 
for coming up here today. The subcommittee appreciates the fact 
that you have come to give us information which we need to carry 
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out our responsibilities, and I assure you that we shall endeavor to 
obtain that information as expeditiously as possible so that you may 
return to your other duties. 

Records of the Department of Agriculture which have come to the 
attention of the subcommittee indicate that the Commodity Credit 
Corporation bought millions of pounds of cheese from manufacturers 
in March 1954 at 37 cents per pound and resold this cheese to the 
same manufacturers in April 1954 for 3414 cents per pound. The 
reports of the Department also indicate that this cheese was never 
physically transferred to the Commodity Credit Corporation but 
remained at all times in the possession of the manufacturers. 

The purpose of our hearing today is to obtain the details of these 
transactions so that we might understand more thoroughly just what 
transpired, and to find out just why it was necessary for the Depart- 
ment of Agriculture to engage in such transactions. 

Gentlemen, while it is not always customary, and frankly I do not 
even like the idea of swearing witnesses representing the executive 
branch, it is possible that the subcommittee may wish to call other 
witnesses who are not connected with the executive branch at a later 
date and whose testimony we may wish to take under oath. In the 
event the subcommittee may decide later to hear further witnesses in 
this matter whom we may desire to have sworn, it would be advan- 
tageous and desirable that all testimony besworn. Therefore, I would 
like to ask if any of you gentlemen have any objection to being sworn ? 

Mr. AnpvErson. No, sir. 

Mr. Fountarn. At the time that each witness gives testimony, I 
will ask that he identify himself for the record and that he be sworn, 
and I want to tell you that we appreciate your cooperatiton in this 
matter. 

I understand that someone representing the Department has a pre- 
pared statement to submit, and I believe we will start with that. 

Mr. Bercer. Mr. Chairman, do you want to swear me in first for 
this response? Walter Berger is my name. 

Mr. Founratn. Do you solemnly swear that the testimony you are 
about to give to this subcommittee will be the truth, the whole truth, 
and nothing but the truth, so help you God ? 

Mr. Bercer. I do, sir. 

Mr. Fountarn. Go ahead. 


TESTIMONY OF WALTER BERGER, VICE PRESIDENT, COMMODITY 
CREDIT CORPORATION, AND ASSOCIATE ADMINISTRATOR, COM- 
MODITY STABILIZATION SERVICE 


Mr. Bercer. Mr. Anderson will read the testimony we have pre- 

Pp’ ared. He is head of the Dairy Division of the C Yommodity Stabili- 
zation Service and is the man directly responsible for carrying out the 

program in question. The rest of us are here to answer questions as 
he progresses, and he has some additional information he would like 
to give as he reads his testimony. So I would like to turn it over to 
Mr. Anderson and we are here to answer any questions you may have. 

Mr. Fountain. Mr. Anderson, do you solemnly swear the testimony 
you are about to give to this subcommittee will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Anverson. I do. 

Mr. Fountain. You may proceed. 
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TESTIMONY OF DON S. ANDERSON, DIRECTOR, LIVESTOCK AND 
DAIRY DIVISION, COMMODITY STABILIZATION SERVICE; ACCOM- 
PANIED BY TRUE D. MORSE, ACTING SECRETARY OF AGRI- 
CULTURE; EDWARD SHULMAN, DEPUTY GENERAL COUNSEL; 
GEORGE E. COOPER, CHIEF, COMMODITY CREDIT DIVISION, 
OFFICE OF THE GENERAL COUNSEL; AND WALTER C. BERGER, 
VICE PRESIDENT, COMMODITY CREDIT CORPORATION, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. Anverson. I refer first to section 201 (c) of the Agricultural 

Act of 1949. It isa short paragraph which I would like to read: 
> 

The price of whole milk, butterfat, and the products of such commodities, re- 
spectively, shall be supported at such level not in excess of 90 per centum nor 
less than 75 per centum of the parity price thereof as the Secretary determines 
necessary in order to assure an adequate supply. Such price support shall be 
provided through loans on, or purchases of, the products of milk and butterfat. 

The conference report on that act emphasizes that— 


In providing price support for milk, butterfat, and the products of such com- 
modities, it is intended that programs will be carried out through loans on, or 
purchases of, butter, cheese, evaporated milk and dry milk powders so as to 
assure to the producers of milk and butterfat the benefit of the price support 
authorized by the bill. 

I wish to emphasize two things: First, the Secretary is required to 
support prices for milk and butterfat sold by farmers; and, second, he 
is given only two methods of doing it, loans on, or purchases of, the 
products of milk and butterfat. 

On March 12, 1953, the Department issued a press release announc- 
ing the levels and saying in part that: 

In carrying out the program to maintain producer prices of milk and butter- 
fat, the Commodity Credit Corporation will offer to purchase the three dairy 
products in carlot quantity during the period April 1, 1953, through March 31, 
1954. 

This was one of a series of press releases of like character which had 
been issued under the authority of the Agricultural Act of 1949. It 
has always been interpreted by the Department that once such an 
announcement has been made, the Department has no choice but to 
purchase all products under that announcement if they meet the re- 
quirements of the purchase announcement issued by the Department 
of Agriculture. 

A copy of the announcement of March 12, 1953, is attached to the 
statement. 

(The announcement referred to is as follows:) 

UNITED STATES DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 
Washington 
MaArcr 12, 1953. 

USDA ANNOUNCES SUPPORT PRICES FOR MANUFACTURING MILK AND BUTTERFAT 

The United States Department of Agriculture today announced a support price 
of $3.74 per hundredweight for manufacturing milk testing 3.95 percent and 
67.3 cents per pound for butterfat under the 1953-54 dairy price-support program. 
These price levels, which are 3 percent below those of the current program, will 
be maintained on a national average basis through purchases of creamery butter, 
Cheddar cheese, and nonfat dry milk solids. 
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The prices are based on the 90-percent-of-parity dairy support level announced 
on February 27 by Secretary of Agriculture Ezra Taft Benson. In announcing this 
level for the coming year, Secretary Benson “cated that the dairy industry gave 
assurance that a program would be worked out during the coming year to reduce 
Government support purchases to a Minimum. 

In carrying out the program to maintain producer prices of milk and butterfat, 
the Commodity Credit Corporation will offer to purchase the three dairy products 
in carlot quantity during the period April 1, 1953, through March 31, 1954. A 
major change from the current program provides that purchases of butter will 
be made on a “basing point” method. The he ise prices will be at the terminal 
markets of New York, Chicago, Seattle, and San Francisco. The purchase price 
for butter at points other than the 4 markets will be at the price of the market 
named by the seller less 80 percent of the lowest published domestic railroad 
carlot freight rate per pound gross weight from the offer point to the designated 
market. Purchase prices of cheese and nonfat dry milk solids will continue to 
be made at a uniform price throughout the United States as under previous 
programs. 


Purchase prices for the three dairy products under the 1953-54 program 


Centa Cents 
per pound per pound 
Butter, United States grade A or Ban Prancieco.............2 64, 75 
higher: ORR iti de ce eben ees 64. 75 
CN ti ce lait 65.75 | Cheddar cheese, United States 
DUE TN a cacti biceall 66. 50 grade A or higher__._--~.-... 37. 00 
San Francisco---—--------- 65.75 | Nonfat dry milk solids, United 
Seattle__________---.------ 66.75| States Extra grade: 
Butter, United States grade B: RE ne tee oe a es 16. 00 
| ROP ERE EI 63. 75 nares helen Sees. 14. 00 
OUR I thee eg 64. 50 


Purchase prices under the current program are 67.75 cents per pound for 
grade A creamery butter, 65.75 for grade B butter, 38.25 for grade A Cheddar 
cheese, and 17 cents per pound for spray and 15 cents for roller process U. S 
Ostra grade nonfat dry milk solids. 

The 1953-54 support prices of $3.74 per hundredweight of manufacturing milk 
and 67.3 cents per pound of butter fat are based on 90 percent of the February 
15 parity. Because the parity index has declined during the past year, the new 
support prices are 3 percent below current support prices of $3.85 for manufac- 
turing milk and 69.2 cents for butterfat. 

Market prices of dairy products during recent weeks have been near current 
support purchase prices. Purchases under the current program through March 
6, 1953, amounted to 101,436,101 pounds of butter, 35,719,992 pounds of cheddar 
cheese, and 139,846,967 pounds of nonfat dry milk solids, both spray and roller 
process. The program, announced today, provides for declines in support pur- 
chase prices of about 2 cents per pound of butter, 1.25 cents per pound of cheddar 
cheese, and 1 cent per pound of nonfat dry milk solids. 

Purchase announcements detailing terms and conditions of purchase and other 
operating information will be available to the industry soon. 


Mr. Anperson. In order that the products acquired under the sup- 
port program could be returned to domestic market outlets whenever 
possible without impairing the milk and butterfat support program, 
the Department in monthly announcements has offered its supplies for 

sale at prices above its announced purchase prices by about 3 cents per 
pound of butter, by 2 cents per pound of cheese, and by 1 cent per 
pound of nonfat ‘dr y-milk solids. Attached is a copy of the March 1, 
1954, release offering these products for sale in March 1954. 
(The release referred to is as follows: ) 
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UNITED STATES DEPARTMENT OF AGRICULTURE 


Washington 
MARCH 1, 1954. 


CCC COMMODITIES AVAILABLE FOR DOMESTIC SALE DURING MARCH 


The approximate quantities and domestic prices of various commodity hold- 
ings of the Commodity Credit Corporation that will be available to buyers during 
March 1954 were announced today by the United States Department of Agri- 
culture. The following commodities will be available for domestic sale during 
the month: Nonfat dry-milk solids, butter, Cheddar cheese, crude and refined 
cottonseed oil, raw linseed oil, peanuts, dry edible beans (large lima), flaxseed, 
barley, rye (for feed only), corn, grain sorghums (for feed only), wool, and the 
following grass and cover crop seeds: Red clover, white clover, Ladino clover, 
Crimson clover, biennial sweet clover, alsike clover, smooth bromegrass, mountain 
bromegrass, hairy vetch, birdsfoot trefoil, slender wheatgrass, Primar slender 
wheatgrass, rough peas, alfalfa, and tall fescue. Although all the commodities 
on the current list are offered specifically for sale to domestic buyers, they also 
are eligible for export. 

If it becomes necessary during the month to amend this list in any material 
way—such as by the removal or addition of a commodity or by a significant 
change in price or method of sale—an announcement of the change will be sent 
to all persons currently receiving the list by mail from Washington. 

Assurance is given buyers that prices of the following commodities will not be 
reduced before the dates shown: Crude and refined cottcnseed oil, September 1, 
1954; raw linseed oil, August 1, 1954; and specified seeds, July 1, 1954. Also, 
no storable flaxseed from the 1953 crop acquired by CCC will be sold at less 
than the 1953 support price during the period ending July 31, 1954. 

The monthly listing of commodities acquired under CCC’s price-support pro- 
grams which are available for sale to domestic buyers is designed to aid in- 
terested buyers—and producers as well—in their normal commercial operations 
by providing actual dollars-and-cents prices at which the CCC will make available 
announced quantities of its holdings. 

The March list, like those issued previously, in general is based upon the 
minimum levels prescribed by the Agricultural Act of 1949, which requires that 
the Corporation shall not sell any basic agricultural commodities or storable non- 
basic commodity at less than 5 percent above the current support price for such 
commodity plus reasonable carrying charges. 

Sales from the “domestic list” from January 1 through January 31, 1954, 
totaled $5,859,676, covering the following commodities: 


Commodity 


Quantity 


Dollar value 





SE eran ven e-s bushels 1, 750 | $2, 100 
I inthe tn teesekateenscccens ; do 199, 155 | 596, 432 
a 5 hundredweight 7,117 19, 984 
Flaxseed a el eres : Soiabienate ; .. bushels 89, 311 | 357, 239 
Teese, IE GO0CR..... <<... <n cconcones Se tons 17, 860 2, 388, 501 
Cheddar cheese - - -_-- -- -- eames ‘ eae .. pounds 2, 097, 870 819, 436 
PR ten BS eens atten at nee ean a cedea ee eae : ..do 2, 367, 255 1, 591, 308 
Alfalfa seed - , Bos hundred weight 849 25, 474 
Sweetclover seed, biennial_____- _.do 5, 073 47, 940 
Birdsfoot trefoil seed _______--- et 143 11, 262 


The commodities on the March list, the quantities for sale, and the domestic 


sales price at specified locations, are given below. 


The COC 


will entertain 


offers from prospective buyers for the purchase of any commodity on current 
list. Offers accepted by the CCC will be subject to terms and condition pre- 


scribed by CCC. 


Announcements containing all terms and conditions of sale will be furnished 
upon request. Interested persons are invited to communicate with the Com- 
modity Stabilization Service, USDA, Washington 25, D. C., with regard to all 


commodities, or—for specified commodities 


modity office. 











with the designated CSS com- 
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Commodity and 
quantity available 
prior sale) 


(subject to 


approximate 


March 1954 domestic price list 
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Domestic sales list 





Corn, bulk: 
185 million 
crop). 
50 million bushels ! (1950, 1951, 
and 1952 crops). 


bushels (1948-49 


Grain sorghums, bulk, for feed only, 
23,000 hundredweight. 
Barley, bulk: 
For feed only, 212,000 bushels - 
For malting use or use other 
than feed, 250,000 bushels, 


Rye, bulk, for feed only, 144,000 
bushels. 

Flaxseed, bulk, for crushing only, 
181,000 bus!-els, largely less than 
carload lots. 


Wool. shorn and pulled grease (in- 
cluding some scoured), 92 million 
pounds. 


Cottonseed oil: 
Crude, 15 million pounds !. 


Refined, 920 million pounds ! 


| 


Linseed oil, raw, 66 million pounds !-| 


Seeds (bagged)...........- wdinesmhcnee 


Red clover seed: 
Uncertified, 85,782 per 
hundredweight. 
Certi‘ed: Cumberland, 
1,016 per hundredweight; 
Midlan!, 625 per hun- 
dredweight. 


Kenland certified, 140 per 


__ hundreaweight. 
White clover seed, 903 per hun- 
dredweight. 


Ladino clover seed, certified, | 


144,420 per hundredweight. 


Crimson clover seed, 2,267 per | 


hundredweight. 

Biennial sweet clover seed, 
15,502 per hundredweight. 
Alsike clover seed, 19,271 per 

hundred weight. 


Footnotes at end of table, p. 


At points of production, basis in store, the market price but not less 
than the applicable 1953 county loan rate for No. 3 yellow. 


At points of production, basis in store, the market price but not less 
than the applicable 1953 county loan rate for No. 3 yellow, plus: 
(1) 25 cents per bushel if received by truck, or (2) 21 cents ped 
bushel] if received by rail or barve. 

At other locations, the foregoing plus average paid-in freight. 

Examples of minimum price per bushel: 

Chicago, No. 3 yellow, $1.99. 

St. Louis, No. 3 yellow, $2.01. 
Minneapolis, No. 3 yellow, $1.90. 
Omaha, No. 3 vellow, $1.92. 
Kansas City » No. 3 yellow, $1.97. 

For other classes, vrades, and quality, market differentials will apply. 

Market price for feed, basis in store. Small lots available Dallas and 
Kansas City CSS commodity offices. 


M arket price for feed basis in store. 

Market price but not less than applicable 1953 county loan rate for 
No. 2 barley, plus: (') 27 cents per bushel] if received by truek, or 
(2) 23 cents per bushel if received by rail or barge. 

For other classes, erades, and quality, market differentials will apply. 

Example of minimum price per bushel: Minneapolis No. 2 barley, 
$1.67. 

Small lots available Chicago, Minneapolis, Kansas City, and Port- 
land CSS commodity offices. 

Market price for feed onlv, basis in store. Small lots available Min- 
neapolis and Kansas City CSS commodity offices. 

Market price on date of sale, basis in store. Available Minneapolis 
CSS commodity office. 

No storable flaxseed from the 1953 crop acquired by CCC will be sold 
at less than the 1953 support price during the period ending July 
31, 1954. 

The hig! er of (1) the market value, or (2) 103 percent of the price- 
support appraisal value per pound plus an allowance for sales com- 
mission, Boston basis, adjusted for net freig! t on wool stored out- 
side the Boston storage area. Sales will be made ex-warehouse 
where stored. Available Boston CSS commodity office. 


Market price but not less than 15 cents per pound prime, Valley 
basis, f. o. b. tankears or tankwagons at producer’s mills subject 
to premiums or discounts comparable to t’ ose in bulletin 3 of the 
1953 crop cottonseed price-support program. Available New 
Orleans CSS commodity office. Price will not be reduced during 
period ending Aug. 31, 1954. 

Market price but not less than the minimum crude price, with 
appropriate adjustments for refining, location, and quality f. 0. b. 
tankears or tankwagons at points of storage locations. Available 
New Orleans CSS commodity office. Price will not be reduced 
during period endiig Aug. 31, 1954. 

Market price on date of sale, but not less than equivalent of the 1953 
price support for flaxseed. Price will not be reduced during period 
ending July 31, 1954. Available Chicago, Dallas, New Orleans, 
Portland, and Minneapolis CSS commodity offices. 

All sales are f. 0. b. point of production, plus any paid-in freight as 
applicat le basis current freight rate at time of sale. 

On all seeds except ladino: Offers will not te accepted for less than 
warehouse receipt lot or minimum weight carlot as prescribed by 
railroad carrier’s regulation at point of storage. 


$36.75 per 100 pounds. Available Portland, Chicago, Kansas City, 
Minneapolis, and New Orleans CSS commodity offices.? 

$36.75 per 100 pounds. Available Portland, Kansas City, and Min- 
neapolis CSS commodity offices.? 


$43 per 100 pounds. Available Portland CSS commodity office.? 

$53.50 per 100 pounds. 
office.? 

$65 per 100 pounds. $60 in lots of 60,000 pounds or more. Available 
Portland, Minneapolis, and Kansas City CSS commodity offices. 

$18 per 100 pounds. Available Portland and New Orleans CSS com- 
modity olfices. 

$9.45 per 100 pounds. Available Kansas City, Minneapolis, and 
Chicago CSS commodity offices.? 

$27 per 100 pounds. Available Portland, Kansas City, Chicago, and 
Minneapolis CSS commodity offices.! 


Available New Orleans CSS commodity 
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March 1954 domestic price list—Continued 





Commodity and approximate ' 
quantity available (subject to Domestic sales list 
prior sale) 


Smooth bromegrass seed: ‘ 3 
Uncertified, 34 per hun- | $15.75 per 100 pounds. Available Portland CSS commodity office. 
dredweight. ; oat ; 
Manchar certified, 345 per | $22.50 per 100 pounds. Available Portland CSS commodity office? 
hundredweight. ae ; 
Mountain bromegrass seed, | $21 per 100 pounds. Available Portland CSS commodity office.? 
Bromar certified, 1,831 per 
hundredweight. ' : 
Hairy etch seed, 238,093 | 1953 county support rates, ranging from $11.65 to $12.40 plus $1 per 
hundred weight. 100 pounds. 5 , 
Birdsfoot trefoil seed, 1,116 | $78.75 per 100 pounds, Available Portland CSS commodity office.? 
hundred weight. ; E y E 
Slender wheatgrass seed, un- | $16 per 100 pounds. Available Minneapolis CSS commodity office.? 
certified, 250 hundred weight. 

Primar slender wheatgrass seed, | $31.50 per 100 pounds. Available Portland CSS commodity office.? 
certified, 327 hundredweight. ; : é 
Rough peas, 54 hundredweight_| $6.50 per 100 pounds. Av silable New Orleans CSS commodity office. 

Alfalfa seed: : gs 
Northern, 194,522 hundred- | $37.50 per 100 pounds. Available Portland, Chicago, Minneapolis, 


weight. and Kansas City CSS commodity offices.? 

Central, 31,887 hundred- | $30 per 100 pounds. Available Portland, Dallas, and Kansas City 
weight. CSS commodity offices.? 

Certified: Ranger, 84,139 | $43 per 100 pounds. All available in Portland and Kansas City; all 
hundredweight; Ladak, but Buffalo and Atlantic in Minneapolis and only Buffalo and 
8,497 hundred weight; Atlantic in Dallas CSS commodity offices.? 


Grimm, 5,210 hundred- 
weight; Buffalo, 43,019 
hundredweight; Atlantic, | 
6,156 hundredweight. 
Tall fescue seed: 
Common, 63,013 hundred- | $21.50 per 100 pounds. Available Portland, Dallas, Kansas City, 


weight. Chicago, and New Orleans CSS commodity offices.2 
Certified, 62,580 hundred- | $29 per 100 pounds. Available Portland, New Orleans, Dallas, and 
weight. | Minneapolis CSS commodity offices.2 
Large lima beans, bagged, 1952 | $12.98 per 100 pounds for U.S. No. 1 basis California points of produe- 





crop, 348,360 hundred weight.! tion. For other grades adjust by market differenti.ls. Amount of 
paid-in freight to be added, as applicable. Available Portland 
CSS commodity office. 

Nonfat dry milk solids, in carload | Spray process, U.S. Extra Grade, 17 cents per pound; roller process, 
lots only: 385,900,000 pounds, U.S. Extra Grade, 15 cents per pound. Prices apply ‘“‘in store” 
spray; 85,000,000 pounds, roller. at location of stocks.3 

Salted creamery butter, in carload | U.S. Grade A and higher: All States except those listed below, 68.75 
lots only, 270,000,000 pounds. | cents per pound. New York, New Jersey, Pennsylvania, New 

England, and other States bordering the Atlantic Ocean and Gulf 
of Mexico, 69.50 cents per pound. California, Oregon, and Wash- 
ington, 69.75 cents per pound. 

U.S. Grade B: 2 cents per pound less than Grade A prices. 

Prices apply ‘‘in store’’ at location of stocks.? 

Cheddar cheese: Cheddars, flats, | U. S. Grade A and higher: All States except those listed below, 39 


twins, and rindless blocks, stand- cents per pound. New York, New Jersey, Pennsylvania, New 
ard moisture basis in carload lots England, and other States bordering the Atlantic and Pacifie 
only, 230,000,000 pounds. | Oceans and Gulf of Mexico, 40 cents per pound. 


U.S. Grade B: 1 cent per pound less than Grade A prices. 
All prices are subject to usual adjustment for moisture content. 
| Prices apply ‘‘in store’ at location of stocks.? 

Peanuts, farmers’ stock, 1952 crop, | Bid basis, f. 0. b. points of storage locations, subject to the terms and 
8,000 tons. conditions of announcement, CCC Peanut Form 40. 

In addition, farmers’ stock peanuts from CCC stocks, including any 
1953 crop peanuts acquired by calling loans, may be offered under 
separate announcement for domestic crushing subject to the terms 
and conditions of CCC Peanut Form 34. Available Dallas CSS 
commodity office. 


1 These same lots also are available at export sales prices announced today. 
2 Prices will not be reduced during the period ending June 30, 1954. 


3 “Tn store’ means at the processor’s plant or warehouse but with any prepaid storage and outhandling 
charges for the benefit of the buyer. 


USDA COMMODITY STABILIZATION SERVICE OFFICES 


Boston: Boston CS commodity office, 408 Atlantic Avenue, Boston 10, Mass. 
Telephone: Hancock 6—0135. 

Chicago: Chicago CSS commodity office, 623 South Wabash Avenue, Chicago 5, 
Ill, Telephone: Webster 9—7000. 


Cincinnati: Cincinnati CSS commodity office, 1010-20 Broadway, Cincinnati, 
Ohio. Telephone: Dunbar 2-200. 
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Dallas: Dallas CSS commodity office, 3306 Main Street, Dallas 26, Tex. Tele- 
phone: Sterling 5611. 

Kansas City: Kansas City CSS commodity office, Federal Office Building, 911 
Walnut Street, Kansas City 6, Kans. Telephone: Baltimore 7000, 

Minneapolis: Minneapolis CSS commodity office, 1006 West Lake Street, Min- 
neapolis 8, Minn. Telephone: Filmore 3612. 

New Orleans: New Orleans CSS commodity office, Wirth Building, 120 Marais 
Street, New Orleans 16, La. Telephone: Express 2411. 

Portland: Portland CSS commodity office, Eastern Building, 515 Southwest 
10th Avenue, Portland 5, Oreg. Telephone: Capital 9651. 


Mr. Anprrson. On February 15 and 18, 1954, the Department an- 
nounced that prices to producers for milk and butterfat would be sup- 
ported at 75 percent of parity during the marketing year April 1, 1954, 
to March 31, 1955, by pure hases of dairy products. The decrease was 
made necessary by the increase in number of milk cows, large feed sup- 
plies in the major dairy areas, large price-support purchases of dairy 
products and mounting stocks of dairy products. Although large 
quantities had been donated or sold at greatly reduced prices for 
school lunch, welfare, and Army uses, the accumulated CCC inven- 
tory at the close of the 1953-54 marketing year, when stocks normally 
are at a seasonal low, were equivalent to i percent of the year’s farm 
marketings of milk and butterfat. C opies of the February 15 and 18 
announcements are attached. 

(The announcements referred to are as follows :) 


UnitTep STATES DEPARTMENT OF AGRICULTURE 


Washington 
FEBRUARY 15, 1954. 


USDA ANNOUNCES 1954-55 DAIRY SUPPORT AT 75 PERCENT OF PARITY—SECRETARY 
BENSON URGES INCREASED CONSUMPTION OF DAIRY FRODUCTS 


Secretary of Agriculture Ezra Taft Benson today announced that during the 
marketing year beginning April 1, 1954, the prices of milk for manufacture and 
butterfat sold by farmers will be supported at 75 percent of parity. 

This decision was reached after lengthy discussions with farm leaders, dairy 
organizations, congressional leaders, and others who have been consulted. 

Under the Agricultural Act of 1949 the Secretary of Agriculture must support 
dairy prices at a level between 75 and 90 percent of parity, the level of support 
to be whatever the Secretary “determines necessary in order to assure an ade- 
quate supply.” 

When the price-support level of 90 percent on milk and butterfat was announced 
a year ago, the Commodity Credit Corporation inventory of butter, cheese, and 
nonfat dry-milk solids was equivalent to approximately 1.44 billion pounds of 
whole milk, or about 1.2 percent of the milk production during the 1952-5: 
marketing year. CCC stocks of dairy products were relatively low. Production 
of milk and butterfat had been about equal to demand during the previous 4 
years when prices of milk and butterfat had been supported. The outlook for 
milk production for the 1953-54 marketing year was uncertain. 

Among the factors that affected production during the past year were a repeti- 
tion of mild winter weather which brought abundant pastures and increased 
off-season dairy production. In addition drought forced beef cattle sales and a 
drop in prices which resulted in the holding in northern areas of cows which 
otherwise would have been culled from dairy herds. 

The best current estimates indicate that production during the 1953-54 market- 
ing year will reach about 122 billion pounds, an increase of about 5 billion pounds 
over the 1952-53 year. CCC stocks now on hand represent the equivalent of 
more than 8 billion pounds of whole milk, compared with 1.44 billion pounds 
a year ago. - This 8 billion pounds is over 6 percent of the year’s production. 

Since production of dairy products during the past year has been more than 
adequate and the outlook for this year’s production is good, Secretary Benson 
therefore has set the support level at 75 percent of parity. 
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Recent inspection indicates that Government-held stocks of dairy products 
remain in good condition. Studies for increased utilization of these stocks are 
progressing and it is hoped that an announcement can be mate in the near 
future. 

Inclusion of some dairy products in the $2.5 billion set-aside proposed in 
President Eisenhower’s turm-program message is also under consideration. 

Secretary Benson today stated: “The immediate problems of the dairy indus- 
try should be attacked through increased consumption of dairy products. The 
Department of Agriculture will continue and emphasize its programs to assist 
the dairy industry in its current campaign to increase sales of dairy products.” 

He explained that if our full dietary needs were met, there would be no 
surplus of milk and dairy products. From the individual's standpoint, milk 
provides many of the most important human nutrients. It sustains life for the 
Nation’s babies and extends life for its older citizens. It is food and beverage 
for young and old alike. 

Because of the many important dietary needs supplied by milk, it provides 
consumers with a relatively inexpensive food. Milk is the most important 
sing'e source of calcium in our diet, yet this near-perfect food also supplies 
protein, riboflavin, thiamine, vitamin A and other body-building essentials. 

For the sake of the physical strength of the Nation, consumption of milk and 
dairy products must continue to grow. Use of milk must be pushed into areas 
where diets are deficient. These deficiencies exist in both metropolitan and 
rural areas. Here lies the real challenge to the dairy industry. The industry 
has already shown by special campaigns in test areas that milk consumption 
can be increased. 


UNITED STATES DEPARTMENT OF AGRICULTURE 


Washington 
Fesruary 18, 1954. 


USDA ANNOUNCES 1954-55 SUPPORT PRICES FOR MANUFACTURING 
MILK AND BUTTERFAT 


The United States Department of Agriculture today announced a support 
price of $3.14 per hundredweight for manufacturing milk testing 3.95 percent 
butterfat and 56 cents per pound for butterfat under the 1954-55 dairy price 
support program. The support prices are based on the 75 percent of parity 
support level announced by Secretary of Agriculture Ezra Taft Benson on Feb- 
ruary 15. This compares with 90 percent for the 1953-54 marketing year. 

In carrying out the program to support prices of milk and butterfat sold by 
farmers, the Commodity Credit Corporation will offer to purchase butter, Ched- 
dar cheese, and nonfat dry-milk solids in carlot quantity during the period 
April 1, 1954 through March 31, 1955. The 1954-55 support prices for manu- 
facturing milk and butterfat reflect 75 percent of the parity equivalent for manu- 
facturing milk and the parity price for butterfat. (The support price for manu- 
facturing milk for the 1954-55 marketing year is based on 88.5 percent of the 
parity price for all milk.) 


Purchase prices for the three dairy products under the 1954-55 program 


Cents Centa 
Butter, U. S. grade A or higher : per pound | Butter, U. S. grade B—Con. per pound 
I oe er ence Aatormenes 57% OTT cn a agi 5514 
Bal Prancisen...<. oe 57% DN a ge 56% 
i a EO ee 5714 | Cheddar cheese, United States 
ONIN INU acon a aie nt 58% grade A or higter.............. 32% 
Butter, U.S. grade B: Nonfat dry-milk solids, United States 
IR ee re are 551% Extra grade: 
ee Be eeen 55% Re I ance cnecrtniniccenebsacneh 15 
one Weer 13% 


The CCC will continue to buy at present purchase prices (which were an- 
nounced March 12, 1953) through March 31, 1954. These prices are: 

U. S. grade A butter or higher; New York, 66.50 cents per pound: Chicago, 
65.75 cents per pound; San Francisco and Seattle, 66.75 cents per pound; with 
U. S. grade B 2 cents less; Cheddar cheese, 37 cents per pound; and nonfat 
dry-milk solids, 16 cents for spray process and 14 cents for roller process. 
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The basing-point method of purchasing butter will be continued. Purchase 
prices of cheese and nonfat dry-milk solids will continue to be on a uniform basis 
throughout the United States as under previous programs. On recommendation 
of the industry, and particularly producer groups, the spread between the pur- 
chase prices for spray and roller process nonfat dry-milk solids has been de- 
creased to 1% cents per pound from 2 cents per pound under previous programs. 
In providing the same base price for butter at Seattle and San Francisco as for 
Chicago, USDA is following the recommendation of dairy producer groups who 
requested the change because of ample supplies of butter in the western area. 

The reduction in the dairy support level for the coming year will result in de- 
creases in the purchase price of 8'4 cents per pound for butter, 4°%4 cents per pound 
for cheese, 1 cent per pound for spray and % cent per pound for roller nonfat 
dry-milk solids. Support prices for manufacturing milk and butterfat of $3.14 
per hundredweight and 56 cents per pound for the coming year compare with 
$3.74 per hundredweight for manufacturing milk and 67.3 cents per pound for 
butterfat under the current program. 

Increased production of milk during the past year has resulted in large pur- 
chases of the three dairy products under the current support operation. Pur- 
chases through February 15 amounted to 277 million pounds of butter, 260 
million pounds of Cheddar cheese, and 512 million pounds of nonfat dry milk 
solids. USDA stocks as of February 15 include 271 million pounds of butter, 
282 million pounds of Cheddar cheese, and 470 million pounds of nonfat dry-milk 
solids. Every effort has been made to utilize USDA-owned dairy products 
through section 32 to school lunches and other outlets, through section 416 as 
donations to needy people mostly abroad, negotiated export sales, sales to the 
United States Army, and sales into domestic trade channels. 

Through February 15, 1954, about 35 percent of the butter and nonfat dry-milk 
solids and 15 percent of the Cheddar cheese purchased during the 2 marketing 
years 1952-53 and 1953-54, had been utilized. 

Purchase announcement detailing terms and conditions of purchases and other 
operating information, which will be similar to current program operations, will 
be made available to the industry soon. 


Mr. Anprerson. On March 4, 1954, the Department announced the 
CCC April sales prices and several modifications of the purchase and 
sales operations so as to provide more effective support of prices to 
farmers for milk during March and to permit more orderly commer- 
ciai distribution of butter, cheese, and nonfat dry milk solids during 


March and April. A copy of the March 4 release is attached. 
(The release referred to is as follows:) 


UniTeD STATES DEPARTMENT OF AGRICULTURE 


Washington 
Marou 4, 1954. 


USDA ANNOUNCES APRIL DAIRY SALES PRICES AND MODIFIES MARCH PURCHASE 
OPERATION 


The United States Department of Agriculture today made advance announce- 
meni of the April domestic sales prices for dairy products acquired by Commodity 
Credit Corporation under price support, and modified dairy purchase and sales 
operations so as to provide more effective price support for dairy farmers’ manu- 
facturing milk prices during March and to permit more orderly commercial dis- 
tribution of butter, Cheddar cheese, and nonfat dry milk solids during the next 
6 weeks. 

CCC holdings of dairy products will be priced for domestic sale in April at 
the same margins above CCC purchase prices in April as the announced domestic 
sales prices for March are above purchase prices in March. Based on and sub- 
ject to the purchase prices announced by USDA on February 18 as effective April 
x oe a sales prices of dairy products in carlot quantities in April will 
ve as follows: 


Nonfat dry milk solids: 


Spray process, United States Extra grade, 16 cents per pound. 
Roller process, United States Extra grade, 14.25 cents per pound. 


a nS LR Ble 
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Salted creamery butter: 

United States grade A and higher: All States except those listed below, 60.5 
cents per pound. New York, New Jersey, Pennsylvania, New England and 
other States bordering the Atlantic Ocean and Gulf of Mexico, 61.25 per 
pound. 

United States grade B: 2 cents per pound less than grade A prices. 

Cheddar cheese Cheddars, flats, twins and rindless blocks (Standard moisture 
basis) : 

United States grade A and higher: All States except those listed below, 
3414 cents per pound. New York, New Jersey, Pennsylvania, New England, 
and other States bordering the Atlantic and Pacific Oceans and Gulf of 
Mexico 3514 cents per pound. 

United States grade B: 1 cent per pound less than grade A prices. 

These prices represent reductions from the March sales list of 4% cents per 
pound for cheese in all areas; 1 cent per pound for spray process nonfat dry 
milk solids and three-fourths of a cent for roller process nonfat dry milk solids, 
in all areas; and 914 cents per pound for butter in the three Pacilic coast States 
and 814 cents per pound for butter in all other areas. 

To help maintain prices of manufacturing milk in March, the USDA is modi- 
fying purchase operations during the remainder of March by permitting offering 
of Cheddar cheese and nonfat dry milk solids before USDA grade certification is 
completed, by permitting sellers immediately to contract to repurchase in April 
their offerings of dairy products during the remainder of March at the April 
sales prices and by changing certain packaging requirements for cheese. 

USDA will consider Cheddar cheese eligible for purchase under the current 
program which expires on March 31 if it is produced, dated, and offered by the 
close of business on March 31. Nonfat dry milk solids must be sampled for USDA 
grading and offered prior to March 31 to be eligible for purchase under the 
current program. Final settlement will not be completed until the Cheddar 
cheese is certified as United States grade A and the nonfat dry milk solids as 
United States Extra grade, and settlement will be made only on those complete 
carlots all of which meet these grades. In changing the requirement that the 
USDA grade certificate for these two products accompany the offer, USDA is 
making it possible better to maintain prices paid producers for milk in line 
with current dairy support levels throughout the month of March. 

All sellers offering butter, Cheddar cheese, and nonfat dry milk solids during 
the remainder of March will be permitted immediately to contract to repurchase 
during April such offerings at the USDA April sales prices. However, the seller’s 
offer to repurchase must be submitted with the cffer to sell to USDA. USDA 
acceptance of the offer will constitute a repurchase contract. The product will 
remain in seller’s custody for the account of USDA. Repurchase will be com- 
pleted either as of April 1, or as soon thereafter as grade and weight certifications 
for the products have been completed. 

Under the changed packaging requirements, sellers can offer Cheddar cheese 
in packages other than those normally accepted under the program provided: 
(1) That at time of offering product for sale they contract to buy the product 
back during April, and (2) that the produce could be feasibly repackaged accord- 
ing to the standard USDA price support specifications. This modification avoids 
the waste of labor and packaging material that would be used in repackaging 
these products to meet USDA specifications. 

In all instances, sellers who, at the time they offer it to USDA, contract to 
repurchase cheese may both sell and contract to repurchase it on a standard 
moisture basis. This will expedite grade and weight certification by USDA. 

These modifications will help sellers to continue their normal operations and 
ae reduce slightly the amount of dairy products that USDA otherwise would 

uy. 

No change is being made in the butter purchase operations because the present 
procedures will permit grading and offering of most of the butter produced in 
March by the March 31 deadline. 

USDA emphasizes that to be eligible for purchase at current program prices, 
offers must be received and accepted at Commodity Stabilization Service Com- 
modity Offices before the close of business March 31, 1954. 

The announcement of April sales prices and the modifications in the purchase 
program will permit a more orderly transition from the present level of price 
support to the lower level which becomes effective on April 1. USDA announced 


75575—56——2 
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on February 15 that dairy prices would be supported at 75 percent of parity for 
the marketing year beginning April 1, 1954. 
Purchase prices for the 3 dairy products under the 2 programs are as follows: 


[Cents per pound] 


1953-54 1954-55 
(through (beginning 
Mar. 31, 1954)} Apr. 1, 1954) 


sal ccipapmnnsciipaiinininiatiil | i om 


Butter 
United States grade A or higher: } 
Chicas ae ote ae ne eee 65. 75 | 57. 50 
New York : ; ; | ns alge Biaal 66. 50 | 58. 25 
San Francisco. __- a, “ catibe hous EA ee ud 66.75 | 57. 50 
Seattle Sees = oh eee eae 66. 75 | 57. 50 
United St ite I I ea a : eniaiee (') | (‘) 
Cheddar cheese: U nited States grade A or higher _.....__-____.___. 37.00 | 32. 25 
Nonfat dry milk solids, United States extra grade 
Spray ee ett ei Magid " = cilia 16.00 | 15. 00 
Roller ea s se Sia ene age 14.00 | 13. 25 


1 2 cents less than grade A prices. 


Mr. Anperson. Ordinarily the Department has announced its sales 
prices for a month at the beginning of that month or near the end of 
the preceding month. Industry representatives advised that an earlier 
announcement of its April 1954 sales prices would eliminate the un- 
certainty in the program and help the industry to plan its marketing 
operations. The March 4 announcement stated that the CCC sales 
prices in April under the new program would be above the announced 
CCC buying prices in April by the same amounts as its March sales 
prices were : above its March purchase prices. 

The attached table 1 summarizes the announced support prices for 
milk and butterfat, and the announced purchase and sales prices for 
dairy products under the 1953-54 and 1954-55 programs. 

(The table referred to is as follows :) 


TABLE 1.—Announced support prices to producers for manufacturing milk and 
butterfat, and announced CCC purchase and sales prices for dairy products 


| April 1953 to | April 1954 to 








| 
| March 1954 | March 1955 
| 
Support prices: 
Manufacturing milk per hundredweight_................- Ras Kee $3. 74 1 $3.14 
Butterfat per pound. _.- De Ly diiaks eee Meat eee See 2 . 673 1. 56 
Purchase prices per pound: | 
Butter, U.S. Grade A at Chicago cos aus hentia tet eckere ae ootuen ie . 6575 1. 575 
Cheddar cheese, U. S. Grade A mispchteasdedeRetrbunwaksde 37 1. 3225 
Nonfat dry milk solids, U.S. Extra Grade: | 
Spray : ee eben dekenn eneengt | . 16 1.15 
WOON oo. douctecedan ce pannncne See aide Ak asciineeel auar bee knit elagtin ode catia! 14 1, 1325 
Sales prices: } 
pateee, 1. 5: (Ames h. Oe CO in scan citdon deen daactedidetcdvesuboes . 6875 2.605 
Cheddar cheese, U. S. Grade A saint ie Mini gien ste epnised ond w Rtas . 38 2, 3425 
Nonfat dry milk solids, U.S. Extra Grade: 
Spray ..-. schshnanbstale ub tiedasnsiinktnnitedabbinaobiateducd idbnvemeéoasa -17 2.16 
Roller. ----- ‘iscke-sicniatil eS ices tan ee ae 2, 1425 


| 


! Announced February 18, 1954, effective April 1, 1954. The prices were revised in July 1954 to $3.15 for 
milk, .562 for butterfat, 3325 for chees >, 15 for spray, and. 1425 for roller nonfat dry milk. 
2 Announced sales prices for April 1954. 

Mr. Anperson. To help maintain prices to farmers for milk 
throughout March, the last month of the 1953-54 marketing year, the 
program operations were modified on March 9, 1954, by the attached 
amendments to announcements, to permit sellers to offer cheese and 
nonfat dry milk solids before grade certification was completed. 
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(The amendments referred to are as follows:) 
Docket No. UCP-98a 


* 
UNITED States DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE, LIVESTOCK AND DAIRY DIVISION 


Washington, D. C. 
Marcu 9, 1954. 


AMENDMENTS TO ANNOUNCEMENTS 


Da-99. Salted creamery butter 

Da-100. American Cheddar cheese 

Da-101. Roller process nonfat dry milk solids, and 
Da-102. Spray process nonfat dry milk solids 


The United States Department of Agriculture hereby announces that offers 
for the sale of salted creamery butter, American Cheddar cheese, and nonfat 
dry milk solids will continue to be received by Commodity Credit Corporation 
through close of business March 31, 1954, at the CSS commodity offices under 
the terms of announcements Da-99, Da-100, Da—101, and Da-102 as herein 
amended in addition to the receipt of offers under the terms of announcement 
Da-112. To that end announcements Da—99, Da—-100, Da-101, and DA-102 are 
amended below to provide (1) that butter produced and graded not later than 
March 31, 1954, may be offered under this announcement even though final 
grading certificate has not been issued by March 31, 1954; (2) that American 
Cheddar cheese produced, dated, and offered for sale not later than March 31, 
1954, may be offered under announcement Da—100 subject to its grade meeting re- 
quirements of announcement Da-100 and further subject to the completion of 
grading certification not later than April 30, 1954; (3) that roller process non- 
fat dry milk solids and spray process nonfat dry milk solids produced and 
sampled not later than March 31, 1954, may be offered for sale to CCC under 
announcements Da-101 and Da-102, respectively, provided the grade of the 
milk meets requirements of the announcements and provided further that final 
grade certification is completed not later than April 30, 1954. 

The terms and conditions of announcement Da—-99 are amended as follows: 
The following sentence is substituted for the first sentence in section 6 entitled 
“Inspection”: “All butter must be inspected and graded not later than March 
31, 1954, and before it is offered for sale to CCC.” Section 11, entiled “Delivery”, 
is amended by deleting the sentence which reads as follows: “Delivery instruc- 
tions covering the commodity accepted in accordance with the provisions hereof 
will be. issued by the applicable PMA commodity office not later than 7 business 
days after the date of acceptance of the offer’ and by substituting in lieu thereof 
the following sentence: “Delivery instructions covering the commodity accepted 
in accordance with the provisions hereof will be issued by the applicable CSS 
commodity office as soon as possible but in no event later than April 30, 1954.” 

Announcement Da-100 is hereby amended to delete requirement 6 under 
how to submit an offer which reads, “Grading certificate number covering each 
ear offered.” The terms and conditions of announcement DA-100 are hereby 
amended to add the following sentence at the end of the first paragraph of 
section 5. Inspection: “Cheese offered for sale to CCC under this announce- 
ment must have been produced, dated, and offered not later than March 31, 1954, 
and final grading certification must be completed not later than April 30, 1954.” 
Section 9: Delivery is amended to delete the sentence which reads as follows: 
“Delivery instructions covering the commodity accepted in accordance with the 
provisions hereof will be issued by the applicable PMA Commodity Office not 
later than 7 business days after the date of acceptance of the offer.” and to 
substitute therefor the following sentence: “Delivery instructions covering the 
commodity accepted in accordance with the provisions hereof will be issued by 
the applicable CSS Commodity Office as soon as possible but in no event later 
than May 15, 1954.” 

Announcements Da—101 and Da-—102 are hereby amended to delete from each 
the third requirement under how to submit an offer which reads, “Grading cer- 
tificate number covering each earlot offered.” The terms and conditions of 
each of these announcements are hereby amended to add the following to the 
first: paragraph under section 5. Inspection: “Milk offered for sale to CCC under 
this announcement must have been produced, sampled, and offered not later 
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than March 31, 1954, and must meet required grade.” Section 9. Delivery is 
amended to delete the sentence which reads as follows: “Delivery instructions 
covering the commodity accepted in accordance with the provisions hereof will 
be issued by the appfe able PMA Commodity Office not later than 7 business 
days after the date of acceptance of the offer’ and to substitute therefor the fol- 
lowing sentence: “Delivery instructions covering the commodity accepted in 
accordance with the provisions hereof will be issued by the applicable CSS Com- 
modity Office as soon as possible but not later than April 30, 1954.” 
Don S. ANDERSON, 
Acting Director, Livestock and Dairy Division. 

Mr. Anpverson. Cheddar cheese is not graded until it is 10 days old. 
If this modification had not been made, cheese produced during the 
last 10 days of March could not have been offered to CCC under the 
1953-54 program and cheese factories would have lowered their prices 
to farmers for milk before March 31. 

Another modification was aimed at helping the industry to keep sup- 
plies of dairy products flowing into retail outlets so as to maximize 
consumption and minimize C CC purchases under the support pro- 
grams. The modification permitted sellers who offered products to 
CCC during the remainder of March to immediately contract to 
— ‘hase such offerings during April at the announced April sales 
prices. The terms and conditions, as contained in the attached an- 
nouncement Da-112, provided that title to the products reverted to the 
seller as of April 1 or as soon thereafter as grading was completed. 
This modification would speed up the processing and distribution of 
the products to consumer outlets in early April. If buyers had been 
required to wait until early April to offer to buy back the products, 
the time involved in completing the transactions would have delayed 
distribution and resulted in a shortage of supplies in retail outlets. 

(The announcement referred to is as follows:) 


Docket No. UCP-98a Announcement Da-112 
UNITED STATES DEPARTMENT OF AGRICULTURE 


COMMODITY STABILIZATION SERVICE, LIVESTOCK AND DAIRY DIVISON 
Washington 25, D. C. 
MArcu 9, 1954. 


PURCHASE AND RESALE OF SALTED CREAMERY BUTTER, CHEDDAR CHEESE (CHEDDARS 
FLATS, TWINS, AND RINDLESS BLocK) AND NoNFrAT Dry MILK SOLips 


The United States Department of Agriculture (hereinafter referred to as 
USDA) hereby announces that for the remainder of the month of March, it is 
prepared through the Commodity Credit Corporation (hereinafter referred to as 
CCC), to purchased salted creamery butter (hereinafter referred to as butter), 
American Cheddar cheese (hereinafter referred to as cheese), and nonfat dry 
milk solids (hereinafter referred to as milk) under the present program to 
support prices of manufacturing milk to producers and to resell these commodi- 
ties to their offerers at CCC domestic sales prices in effect during April. For 
this purpose certain requirements of the present price support purchase programs 
for these commodities are being changed. 

Purchases made under this announcement Da—112 will be limited to commodi- 
ties which the offerer agrees to repurchase from CCC as hereinafter provided. 
In addition, purchases of butter, cheese, and nonfat dry milk solids during 
March 1954 will continue to be made under announcements Da-99, Da-100, 
Da-101, and Da-102, amended only to change inspection, grading, and delivery 
requirements. 

Further details with respect to this program may be obtained by communi- 
cating with W. A. James, Washington 25, D. C., telephone REpublic 7-4142, ex- 
tension 2292. Details with respect to individual purchases and sales may be 
obtained by communicating with the CSS commodity offices serving the area in 
which the commodities are located. 


ee 








| 
| 
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HOW TO SUBMIT AN OFFER 


Offers may be submitted so as to be received daily through close of business 
March 31, 1954, by letter or telegram to the CSS commodity office serving the 
area in which the product is located (see attached form CCC-—S5, except that 
States listed as being served by the Chicago CSS commodity office will be served 
by the Cincinnati, Ohio, CSS commodity office, 1010 Broadway, Cincinnati 2, 
Ohio, telephone Dunbar 2200). Offers received each day, if in accordance with 
the terms of this announcement, will be subject to acceptance by the CCC by 
telegram filed at the respective CSS commodity office not later than the second 
business day following the receipt of the offer but in no event later than 
March 31, 1954. 

No amendment will be considered if received after the date of receipt of the 
offer unless (a) it is shown to the satisfaction of the CCC that such amendment 
was delayed in transmission by mail or telegraph through no fault of the offerer 
or (b) the amendment is made for the purpose of correcting an error apparent 
on the original offer or is made at the request of the CCC for clarifying an am- 
biguity or supplying an omission in the offer. Offerers are cautioned to read 
this announcement and all supporting forms carefully and to verify all condi- 
tions, including prices, of the offer before its execution and submission. CCC 
reserves the right to accept or reject any or all offers in whole or in part or to 
waive any informality therein. 

All envelopes containing offers must carry the following notation in the lower 
left corner of the envelope: “Offer under announcement Da-112.” All offers 
must state the following: 

(a) That the offer is made subject to the terms of this announcement Da-—112, 

(6) Commodity being offered and grade. 

(c) Ovantity in pounds for each carlot being offered, and number of carlots. 

(d) Number and description of containers per car and, if milk, type of proc- 
ess, or if cheese, style of cheese. (Only 1 process of milk and only 1 style of 
cheese per car will be accepted. Moreover, all containers in any one carlot 
must be of the same type and size.) 

(e) If the commodity offered is cheese, that the cheese is offered on the stand- 
ard moisture basis. 

(f) The location (address) of the product at the time of grading and where 
the product is to be held for CCC. 

(7) Price at which butter is offered (see par. 8, Price). The price at which 
cheese and milk are offered for sale to the CCC subject to the terms of this 
announcement Da—-112 need not be stated in the offer since the price to be paid 
by CCC is the announced 1953-54 purchase price and is stated in paragraph 8, 
Price. 

(h) An offer to repurchase the commodity from CCC on April 1 or on the date 
the commodity is delivered to CCC, whichever is later, at the CCC domestic 
sales price for the commodity concerned in effect on April 1 or on the date of 
delivery to CCC, whichever is later. 


TERMS AND CONDITIONS 
1. General 


In submitting an offer to sell the terms and conditions of this announcement 
and those set forth in Uniform Contractual Provisions (PMA—-100, as revised 
July 3, 1953), expect articles 3, 6, 8. 9, 11, 12, 17, 18, 19, 20, 21, 22, 23, and 35 
thereof, shall become a part of the offer to sell and upon acceptance by the CCC 
the offer and acceptance shall constitute a valid and binding contract. 


2. Quantity 

Offers may be for any quantity in multiples of not less than tariff minimum 
carlots for the area in which the commodiiies are located, and only commodities 
which grade in accordance with the paragraph concerning quality, which follows, 
can be used to make up such carlot quantities. 


3. Tolerance 

A 5 percent tolerance will be permitted in delivery of the total contracted 
quantity but the allowance of such a tolerance shall not authorize the delivery 
of less than minimum carlots as defined above. No amendment to the contract 
will be granted to provide for the delivery of commodities in excess of the contract 
quantity plus the allowed 5 percent tolerance. Moreover, after March 31 offerers 
will not be permitted or required to substitute for commodities which do not 
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meet quality requirements, and the contracted quantity shall be reduced without 
liability to either party, by the amount of the commodity which does not meet 
quality requirements. 


4. Quality and weight 

All commodities offered hereunder shall meet all applicable provisions of the 
Federal Food, Drug, and Cosmetic Act. 

Butter.—All of the butter offered shall be solid pack salted creamery butter 
which shall meet the requirements for the grade or grades, as offered, which 
grade shall be United States grade A or higher or United States grade B. Butter 
grading below United States grade B will not be accepted. The contractor in 
submitting his offer warrants that none of the butter offered was produced prior 
to January 1958 nor later than March 31, 1954. Grades and weights of butter 
shall be evidenced by certificates issued by the USDA not more than 30 days 
prior to fhe date of the offer nor later than March 31, 1954. 

Cheese.—All of the cheese delivered shall be American Cheddar cheese (Ched- 
dars, twins, flats, or rindless block), and shall grade not lower than United States 
grade A, and its grade and weight shall be evidenced by grading and weight cer- 
tificates issued by the USDA not more than 45 days prior to the date of the offer. 

Roller process and/or spray process nonfat dry milk solids.—All of the milk 
offered shall be bulk packed and shall meet the requirements for U. S. Extra 
grade, except that the maximum percent of moisture shall not exceed 3.5 percent, 
and the grade and weight of the milk shall be evidenced by certificates issued 
by the USDA not more than 45 days prior to the date of the offer. 


5. Inspection and sampling 

The commodity must be located in storage suitable to CCC, including storage at 
offerer’s plant or warehouse. The offerer shall make available to USDA inspec- 
tors samples required for inspection as well as necessary assistance during the 
inspection without cost to CCC. All inspection fees and charges covering the 
product will be for the account of the offerer. Inspectors are not authorized to 
prescribe any change in the contract or to order the contractor to perform under 
the contract in any manner, and are not authorized to accept or reject a com- 
modity. The offerer shall furnish the inspector with a manifest listing the date 
of manufacturer, the name and location of manufacturing plant, churn, vat, or lot 
number, number of packages in each churn, vat, or lot, and total packages in each 
carlot. 

Butter.—All butter shall be inspected and graded at the location where it is to 
be delivered to CCC not later than March 31, and the certificate issued shall be 
dated not later than March 31. 

Milk.—All milk shall be sampled at the location where it is to be delivered to 
CCC not later than March 31 and the dry milk sampler’s report issued shall be 
dated not later than March 31. This dry milk sampler’s report date shall be 
listed on the certificate issued by USDA. 

Cheese.—All cheese shall be inspected and graded at the location where it is to 
be delivered to CCC and shall be graded not later than April 30, and the certificate 
shall show dates of manufacture not later than March 31. No cheese manufac 
tured after March 31, shall be inspected and graded for offering under the terms 
of this announcement. 


6. Packaging 

Butter and nonfat dry-milk solids offered under the terms of this announcement 
shall be packed to meet requirements of current price-support announcements 
Da—99, Da—101, and Da-102 ; however, Cheddar cheese may be packed in any type 
packaging which protects the commodity in accordance with good commercial 
practice; provided, however, it must be packed in such a way as to make it feasi 
ble to repackage into containers meeting the requirements of CCC’s price-support 
purchase announcement Da-100. Only one type and size of package will be 
acceptable per offered carlot. 


7. Markings 


Butter.—Each package shall be clearly stenciled or stamped with the name of 
the product, the marked weight, and the churn number. 

Cheese.—Each cheese shall be clearly marked with the factory number or name 
and address of manufacturer, the date of manufacture, and vat number. 

Milk.—All shipping containers shall be clearly marked with the name of the 
product, the name of the offerer, and the location of the plant where the milk 
was manufactured, the month and year of manufacture, and the lot number. 


- a 
eae 
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&. Price 

The price to be paid by CCC for commodities offered under the terms of this 
announcement shall be as follows: 

Butter —tThe price to be paid for butter offered located at New York, including 
Jersey City, N. J.; Chicago; San Francisco or Seattle will be the base price 
announced for each of these designated markets, which are as follows: 


' U.S. Grade | U.S. Grade 

Location : , . 

— A B 
New York 66. 5 64. 50 
Chicago : 65. 75 63.7 
San Francisco. 66. 75 64.7 
Seattle : r 66. 75 64. 7: 


The price to be paid at other delivery points in the United States will be the 
applicable base price at the designated market named by the offerer less 80 
percent of the lowest published domestic carlot freight rate (transportation 
tax excluded) per pound gross weight from the location of the butter to such 
designated market. 

Cheese.—The price to be paid for cheese offered under the terms f this an- 
nouncement will be 37 cents per pound (the current purchase price for stand- 
ard moisture cheese). Cheese offered under the terms of this announcement 
Shall be repurchased by the offerer on the standard moisture basis. 

Milk.—The price to be paid for milk offered under the terms of this announce- 
ment shall be 16 cents per pound for spray process nonfat dry milk solids and 
14 cents per pound for roller process nonfat dry milk solids. 

9. Delivery 

Butter.—Butter offered under the terms of this announcement must have been 
graded before offered and must have been graded not later than March 31, 1954. 
Delivery to CCC and transfer of title shall be effected at the location at which it 
is graded, and at the time the offer is accepted subject to quality requirements 
set forth herein as later evidenced by certificates issued by USDA. 

Cheese.—Cheese offered under this announcement must be in existence, dated, 
and owned or under consignment to offerer not later than March 31, 1954. De- 
livery to CCC and transfer of title shall be effected at the location at which 
it is graded and at the time it is graded or when offer is accepted, whichever is 
later, subject to its meeting the quality requirements set forth herein, as later 
evidenced by certificates issued by USDA which may be dated after March 31, 
but not later than April 30, 1954. 

Mitk.—Milk offered under the terms of this announcement must have been 
sampled not later than March 31. Delivery to CCC and transfer of title shall 
be effected at the location at which it is sampled, at the time it is samp'ed or 
when offer is accepted, whichever is later, subject to its meeting the quality 
requirements set forth herein, as later evidenced by certificates issued by USDA 
which may be dated after March 31, but not later than April 30. 

The offerer, at his expense, shall hold for CCC at the location at which it is 
graded or sampled in case of milk, and delivered, the commodity which he has 
delivered to CCC from the time of delivery until CCC redelivers the commodity 
to the offerer. Failure of the offerer to hold the commodity for CCC until its re- 
delivery to the offerer shall render the contract void. 


10. Repurchase by the offerer 


The offerer by submitting an offer to repurchase (see item (h), “How to sub- 
mit an offer’) agrees that on April 1, for butter, and on April 1 or on the date 
on which delivery to CCC is effected, whichever is later, for cheese and milk to 
repurchase the commodity sold by offerer to CCC under terms of this contract 
at the CCC domestic sales price effective on such date of repurchase regardless 
of the quality or condition of the commodity, it being agreed for the purpose of 
this offer to repurchase that the commodity will on the date of such repurchase be 
of the same grade and quality as when sold by offerer to CCC: Provided, however, 
That if the CCC domestic sales price in effect on the date of redelivery to the 
offerer is greater than the March 31 CCC price-support purchase price for the 
commodity concerned, CCC will, at the offerer‘s request amend his contract to 
relieve him of liability to repurchase the commodity and to provide for its sale 
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to CCC under the terms of announcements Da—99, 100, 101, and 102, as amended: 
Provided further, That if the CCC domestic sales price in effect on the date of 
redelivery to the offerer is greater than the March 31 CCC price-support purchase 
price for the commodity concerned, CCC will, at the offerer’s request, render his 
contract void. 
11. Delivery by CCC upon resale to offerer 

Delivery by CCC to offerer shall be effected on April 1 or on the date on which 
the commodity is delivered to CCC, whichever is later. Delivery of the com- 
modity to CCC in accordance with the paragraph entitled “Delivery” above shall 
effect redelivery by CCC to the offerer on April 1 or on the date CCC takes de- 
livery, whichever is later. 
12. Location of commodities 

Commodities offered for sale under the terms of this announcement shall 
remain in the place and in the form in which they are sampled or graded from 
the time of the sampling or grading until they are delivered to CCC and finally 
until title revests in the offerer. 
13. Storage 

Commodities sold to CCC under the terms of this announcement for resale to 
the offerer shall be stored by the offerer in such a manner as will protect them 
from deterioration and shall be handled in accordance with good commercial 
practice. Any storage, handling or transportation charges connected with the 
sale of the commodities to CCC or with their resale to the offerer or with their 
care and protection during the term of a contract under this announcement 
shall be for the account of the offerer. The offerer, by submitting an offer, 
agrees to act as insurer to CCC of the commodities and their quality while title 
to commodity is in CCC and offerer shall assume all risk of loss. 
14. Settlement 

Settlement for commodities purchased and resold under the terms of this 
announcement shall be made after redelivery to offerer on the basis of vouchers 
or certified invoices submitted by the offerer in each case claiming the net dif- 
ference between the sales price to CCC and the sales price from CCC to offerer. 
Vouchers or invoices shall contain the statement “The commodity remained in 
the place in which it was sampled or graded from the time of sampling or grad- 
ing until repurchased and redelivered to the offerer,” and shall be supported 
by USDA grading and inspection certificates. Settlement will be made on the 
basis of the nearest even net pound. 


Don S. ANDERSON, 
Acting Director, Livestock and Dairy Division. 

Mr. Anperson. In order to avoid waste of labor and materials that 
would have been involved in repackaging to meet USDA specifica- 
tions, sellers could offer cheese during March in packages other than 
those normally accepted under the program if they “contracted to 
repurchase the cheese in April and if it feasibly could be repackaged 
according to specifications. 

On March 25, 1954, the Department broadened the scope of the 
program to provide for the sale and repurchase of small styles of 
Cheddar cheese weighing 10 pounds and up. This amendment placed 
the small and large sizes of cheese on the same basis under the support 
program. ‘The purchase announcements previously specified only 
the larger sizes because market prices of the small sizes normally are 
highest and these sizes ordinarily would not be offered to CCC at its 
buying price for large styles. A copy of the March 25 amendment 
is attached. 

(The amendment referred to is as follows :) 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE, LIVESTOCK AND DAIRY DIVISION 


Washington, D. C. 
MARCH 25, 1954. 


AMENDMENT TO ANNOUNCEMENT DA-112 


Announcement Da-—112 is hereby amended to delete the words “Cheddars, flats, 
twins, and rindless block” from the title of the announcement and to provide 
for the following changes in the terms and conditions: 

1. The words “Cheddars, twins, flats, or rindless block” are deleted from sec- 
tion 4 “Quality and weight,” subparagraph “Cheese,” and the following sentence 
is added to this subparagraph: “Al! cheese delivered shall be packed as standard 
commercial styles, and no 1 piece of cheese shall weigh less than 10 pounds net.” 

2. The words “provided, however, it must be packed in such a way as to 
make it feasible to repackage into containers meeting the requirements of CCC’s 
price-support purchase announcement Da—100,” are deleted from section 6 “Pack- 
aging.” 

The effect of this amendment is to broaden the scope of announcement Da—112 
to provide for the purchase and resale by CCC of standard commercial small 
styles of American Cheddar cheese. Since CCC has no packaging specifications 
for these styles, the offerer is relieved from the responsibility of proving the 
feasibility of repackaging any cheese purchased and resold under Da-—112. 

It shou'd be emphasized that all products purchased and resold under an- 
nouncement Da-112 must remain at the place and in the form in which they 
are sampled or graded until the date title revests in the offerer. 

Don S. ANDERSON, 
Acting Director, Livestock and Dairy Division, 
Commodity Siabilization Service. 


Mr. Anvrrson. Table 2 summarizes the purchases of dairy products 
under the 1953-54 and 1954-55 milk and butterfat price-support pro- 
grams. The data include about 5 million pounds of butter and 86.6 
million pounds of cheese purchased in March 1954 and immediately 
contracted for sale back to the sellers in April 1954. 

(The table referred to is as follows :) 


TABLE 2—CCCO purchases of dairy products to support prices to producers for 
milk and butterfat in the 1953-54 and 1954-55 marketing years 


{In millions of pounds] 


Butter Cheese Nonfat dry milk 


1953-54 1954-55 1953-54 1954-55 1953-54 1954—55 


MUI ninth db hdiaddnasanih 25. 2 8 27.1 9.8 46.2 41.6 
| SRE ; 412.3 44.1 35. 1 21.8 1.3 75.6 
June_. ae Tee E : 66.8 65.6 40.8 33. 4 84.4 97. 
July doeienamces 50. 2 25.2 42.5 22. 8 67.4 63.9 
August nvidia kell sett 27.1 13.1 30.3 16.8 417.3 45.4 
September-..-.......---- 4.9 3.1 24. 1 12.7 34.8 51.4 
CO oe fe 9 a 7.3 4.0 0.4 14.0 
November-___.....-- 3.2 4 4! 1.6 17.1 10.5 
December. _......-- TEGO has, 6.9 1.3 36. 6 13.2 
WN Sele. et nig iaaacocs 28.4 7.5 22.6 7. € 2.8 26.7 
February. -_.....-.. NG 2: bos : 34.0 9. 5 33. 2 11.3 5.3 46. 2 
a a a Ee 1 86. 2 17.3 1 181.6 10.2 129. 2 37.1 

ae | dla 380. 2 210. 7 456.0 153. 3 665.8 523. 2 


1 Includes 5 million pounds of butter and 86.6 million pounds of cheese purchased in March and immedi- 
ately contracted for sale back to the sellers in April 1954. 


Mr. Anverson. The early announcement of the April sales prices 
and the provision that sellers could contract in March to buy back 
their products in April did not significantly affect the quantities pur- 
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chased by CCC in March. Those quantities would have been pur- 
chased without that provision. CCC sales, however, probably were 
greater as a result of the provisions than they would have been if 
buyers had had to wait until April to submit offers to buy their 
products back because of the time involved in handling such sales. 

I would like to close by simply calling your attention to table 1. 
As you recall, the Agricultural Act of 1949 provides that the Secre- 
tary shall determine the level between 75 and 90 percent of parity as 
is necessary in order to assure an adequate supply. The price-support 
level had been at 90 percent and, as indicated in the statement, sup- 
plies had accumulated, stocks were adequate, and under the law it 
seemed only appropriate to reduce the price-support level to 75 per- 
cent of parity. 

As I emphasized in the beginning, the only method of support pro- 
vided by law is loans on or purchases of the products of milk and but- 
terfat. This makes it necessary to estimate the purchase prices nec- 
essary to carry out a determined level of support for milk and butter- 
fat. 

For the marketing year April 1953 to March 1954, the purchase 
price of Cheddar cheese, United States grade A, was 37 cents a pound. 
That was for the period April 1, 1953, through March 31, 1954. 


Beginning April 1, 1954, the purch: ise price was 3214 cents a pound, 


a very substantial decline of 434 cents per pound. 

Under those circumstances, of course, the pressure was on the trade 
to maximize sales to the Commodity Credit Corporation during March 
of 1954. 

That, sir, is our statement, Mr. Chairman. 

Mr. Fountain. Thank you, Mr. Anderson. 

Many of the questions which I will ask for the committee will proba- 
bly be elementary to you gentlemen, and they are to a large extent 
prefaced by some information which you have already given us, but 
I am asking them for the purpose of breaking down these transac- 
tions in the most understandable way and in chronologic al order. 

As you said in your statement, the Agricultural Act of 1949 pro- 
vides that the Secretary of Agriculture shall support the prices of 
whole milk, butterfat, and the ‘products of such commodities; is that 
right ? 

Mr. Anprerson. Yes, sir. 

Mr. Founrarn. And the act states that such price support shall be 
provided through loans on or purchases of the products of milk and 
butterfat; is that true? 

Mr. Anperson. Yes, sir. 

Mr. Founrarn. The act also provides that the support prices shall 
be set at such level between 75 and 90 percent of parity as the Secre- 
tary determines necessary in order to assure an adequate supply, and 
during the marketing year from April 1, 1953, to March 31, 1954, 
dairy products, as you have indicated, were supported at 90 percent of 
parity; is that true? 

Mr. Anperson. The announcement called for 90 percent of parity; 
yes, sir. 

Mr. Founrary. And during the 1953-54 marketing year the Com- 
modity Credit Corporation purchased for 37 cents a pound all of the 
American Cheddar cheese offered ? 

Mr. Anperson. If it met certain specifications. 
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Mr. Fountarn. Provided the cheese met certain grade, size, and 
packaging requirements ? 

Mr. ANDERSON. Yes, sir. 

Mr. Founrarn. And during the same period the Commodity Credit 
Corporation also made a practice of offering the cheese it had ac- 
quired under the support program for sale at 2 cents a pound more 
than the purchase price, or 39 cents a pound; is that correct? 

Mr. AnpERSON. Yes, sir. 

Mr. Fountain. Was the 37 cents support price for Cheddar cheese 
approximately equivalent to 90 percent of parity ? 

Mr. ANnpeErsON. It turned out to be somewhat less than 90 percent. 
As I understand, the price of manufacturing milk averaged 84 percent 
of parity. In making our estimates at the beginning of the year we 
did not estimate exac tly correctly what the processing and marketing 
margin would be. As I recall, the actual return to . farmers during 
that marketing year was 84 to 85 percent of parity. 

Mr. Fountarn, 84 to 85 percent of parity ? 

Mr. Anperson. Yes. That was because the marketing and process- 
ing part of the industry, because of rising costs or other reasons, took 
more than we estimated ‘they would take at the beginning of the year. 

Mr. Fountary. Then the 37 cents a pound was equal to 84 to 85 
percent of parity ? 

Mr. Anperson. As I recall, that is a correct statement. 

Mr. Fountain. Did the Department of Agriculture support the 
price of any other type of cheese other than American Cheddar cheese 
during the 1953-54 marketing year ? 

Mr. Anperson. If I may, I would like to make one comment. 
You say the law reads that the price of whole milk, butterfat, and the 
products of such commodities shall be supported. ‘There are no 
parity prices on the products. The Department has never calculated 
parity prices on the products, and as we understand the paragraph 
in the conference report to which I referred, we understand Congress 
had in mind that the support was to go to milk and butterfat rather 
than to the products, so while the law “said “and the products of such 
commodities,” in practice and as we understand the intent of Congress, 
the support is to the products sold by farmers. Our purchases that 
year were confined to three products, creamery butter, Cheddar cheese, 
and nonfat dry milk solids. 

Mr. Founrarn. Has the Department of Agriculture supported the 
price of any type of cheese other than American Cheddar in recent 
years? 

Mr. Anverson. No, sir. 

Mr. Fountarn. On February 15, 1954, Secretary Benson announced 
dairy products would be supported at 75 percent of parity rather than 
90 percent during the marketing year beginning April 1, 1954? 

Mr. Anperson. Yes. 

Mr. Fountarn. And on February 18, 1954, the Department of Agri- 
culture announced that the support price on cheese after March 31, 

1954, would be 3214 cents a pound? 

Mr. Anprrson. The purchase price ; yes. 

Mr. Founrary. On March 4, 1954, the United States Department 
of Agriculture made an advance announcement that the April domes- 
tic sale price for cheese sold to the Commodity Credit Corporation 
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would be 3414 cents, or 2 cents more than the April price of 321%4 
cents. 

Mr. Anperson. Yes. i 

Mr. Founrarn. The March 4 announcement also gave notice that 
several important changes would be made in the Department’s cheese 
price-support program during the remainder of March. 

Mr. Anprerson. Yes, sir. 

Mr. Fountain. And one important change was that during the 
remainder of March manufacturers would be permitted to offer Ched- 
dar cheese to the Comn nodity Credit C orpor: ation before the cheese 
had been inspected and graded. Is that right? 

Mr. Anperson. Yes. 

Mr. Founrarn. And this change was put into effect on March 9, 
1954, by an amendment to announcement Da—100 of April 19538, which 
contained regulations for the purchase of cheese ? 

Mr. Anperson. That is correct. 

Mr. Founrary. Is it true that before Da-100 was amended on 
March 9, 1954, cheese had to be inspected and graded before being 
offered to the Commodity Credit Corporation ¢ 

Mr. Anerson. Yes; that is right. 

Mr. Founrarn. And Da-100 also provided that cheese had to be 
at least 10 days old before being graded. Is that correct? 

Mr. Anperson. Yes, sir. 

Mr. Founrai. After the March 9, 1954, amendment to Da-—100, 
during the remainder of March 1954, cheese did not have to be in- 
spected and graded before being offered to the Commodity Credit 
Corporation but could be sold to the Commodity Credit Corporation 
as soon as it was processed, subject to later inspection and grading. 
Is that right? 

Mr. Anperson. As soon as it was manufactured. 

Mr. Founrarn. As soon as it was manufactured. Could you give 
us the reason for eliminating the requirement that cheese had to be 
inspected and graded before being sold to the Commodity Credit 
Corporation ¢ 

Mr. Anperson. The cheese factory, of course, determines the price 
that it pays farmers on the basis of what it can get for the cheese. 
The Department, I am sure, felt, and in its announcement for the 1953- 
54 program was saying to farmers, “We wil! attempt to maintain 
prices at 90 percent of parity through all of March.” Had this change 
not been made, the information we had from the cheese-producing ter- 

ritory indicated that the price to farmers would have fallen more 
ri ipidly than it did under this program. The purpose of this was to 
permit the farmer who sold milk during the latter part of March 1954 
to get more nearly 90 percent of parity for that milk than he would 
have gotten had this change not been made. 

You understand, of course, that before the Commodity Credit 
Corporation would take title to or pay for it the cheese had to be 
graded and had to meet the grade specifications, so the whole pur- 
pose of that was to assure the farmer, more than otherwise would 
have been the case, that his return during March would be more 
nearly 90 percent of parity than it otherwise would have been. 

Mr. Fountatn. Do I understand you to be saying that the sale and 
purchase took place prior to grading and inspection but the title did 
not transfer until after inspection ? 
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Mr. Anperson. We permitted them to offer it to us before grading. 
The transfer of title did not take place until after the grading. We 
simply permitted them to offer cheese to us. The transaction was not 
completed until the inspection and grading service of the Agricul- 
tural Marketing Service assured us the cheese met the specifications. 

Mr. Fountain. The March 4, 1954, announcement also stated that 
manufacturers offering cheese to the Commodity Credit Corporation 
during the remainder of March at the March purchase price of 37 
cents per pound would be permitted to contract at the same time for 
repurchase of that cheese during April at the April sales price of 
3414 cents a pound. Is that right? 

Mr. Anperson. Yes. We permitted those people who offered cheese 
to us to also agree to purchase it back at the same 2 cents over the 
new price if they so desired, and, as I think the report states, some 86.6 
million pounds of cheese were so handled. 

Mr. Fountarn. And the March 4, 1954, announcement said that 
cheese offered under a repurchase contract, which you have just de- 
scribed, need not physically be delivered to the Commodity Credit 
Corporation but could remain in the custody of the seller. Is that 
right? 

Mr. Anperson. May I put it a little bit differently ? 

Mr. Fountarn. Yes. Explain it in any way you like. 

Mr. Anperson. We provided that the Commodity Credit Corpora- 
tion would not have to go to the expense of moving this into a ware- 
house and moving it back if the contractor assured us that they 
wanted it. We did that for two reasons. One was to avoid the 
cost to the Commodity Credit Corporation of physically moving the 
cheese. We thought we were saving the Commodity Credit Corpora- 
tion some money. I hope we were. At least I can insist. we thought 
we were. 

One of the big problems at that time was to be as sure as we could 
that the pipelines were full because any reduction in consumption we 
felt would result in higher purchases by the Commodity Credit Cor- 
poration and we wanted to minimize our purchases. 

Mr. Founrarn. But under the contracts the cheese could remain 
in the custody of the seller? 

Mr. Anpverson. It did, sir. 

Mr. Founrarn. The regulations which put into effect this pur- 
chase-resale program were contained in announcement Da-112 issued 
March 9, 1954. Is that right? 

Mr. Anperson. Yes, sir. 

Mr. Fountain. What was the reason—I think you have touched 
upon- it. briefty—for beginning this purchase-resale program on 
cheese ¢ 

Mr. Anperson. Well, we have always had, since 1949, a purchase 
program for cheese, and as I stated before, we have always offered 
the cheese back for sale. Had Da-112 never been issued, the same 
people who sold us cheese in March at 37 cents a pound could have 
sold us cheese in March at 37 cents a pound and those same people 
could have bought it back from us in April. The only reason that I 
recall for issuing Da—112 was to facilitate this in cases where the 
people knew they wanted to do it, and save some cost to the Commodity 
Credit Corporation by avoiding the necessity of moving the cheese; 
we hoped that by these modifications we would encourage the industry 
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to keep the pipelines filled and sell more cheese and therefore reduce 
the eventual Commodity Credit Corporation purchases; and finally, 
to save what seemed to us an unnecessary cost to the industry in cases 
where they had cheese that met Commodity Credit Corporation speci- 
fications with respect to everything except packaging, in not forcing 
them to repackage that cheese in order to sell it to us. The three 
reasons were to keep the pipelines full in order to at least lessen to 
some minor degree sales to the Commodity Credit Corporation; to 
save the cost to the Commodity Credit Corporation of physically 
moving the cheese into warehouses and then having the trade move it 
back; and third, to save some costs to industry. 

You will notice one of the requirements was that it was feasible to 
repackage the cheese, and we were told—we have no way to check 
it—that there were quantities of cheese that the industry would- have 
repackaged had we insisted on it. That difference between 434 cents 
minus 2 cents is 234 cents a pound, and we were told by the industry 
that they could well afford to repackage some of this cheese and that 
they would do it. As I say, Mr. Chairman, we have no positive proof 
of that, but we find American business pretty reliable, and we trust 
them. They usually tell us the truth, and for 234 cents a pound I 
rather think they would have done it. 

Mr. Founraty. You had no way of finding out other than through 
the manufacturers ¢ 

Mr. Anperson. Through general conversations and things like that. 
We have no way of reading men’s minds, but we do know in handling 
cheese on a bulk basis 234 cents a pound is quite a bit of money. 

Mr. Fountary. Did I understand you to say that even prior to 
announcement Da-112 the Department had used the purchase-resale 
program for cheese such as you describe here ? 

Mr. Anperson. As I say, we have been purchasing cheese under the 
Agricultural Act of 1949 since, as I recall, mid-1949; and as I further 
recall, in January 1950 we first started putting out a monthly price 
list, and my recollection is that every month since that time such a list 
has been published which has always offered cheese for sale back to 
the trade, and our markup has always been 2 cents a pound. 

I did not have time to check our records fully because there have 
been a few departures from this policy when the cheese was offered 
on a competitive-bid basis rather than a fixed-price basis: but my recol- 
lection is that most of these sales have been off the price list. 

In 1950 we sold 25.7million pounds. That was the time when prices 
were going up, I suppose as a result of the Korean incident. 

In 1951 we sold 7.9 million pounds. 

For reasons I hope you will not ask me to explain fully right now, 
it happens that during January and February of 1954 we sold 2.1 
million pounds. I can give you some guesses as to why that happened. 
But even in the 2 months preceding March 1954 the trade bought back 
2.1 million pounds under the offer to sell back. 

Mr. Fountain. Had you previously permitted them to offer for sale 
certain quantities of cheese and then to contract at the same time for 
repurchase of the cheese, all in the same transaction ? 

Mr. ANperson. No, sir. I can cite the reasons for that. 

As you recall, we have always had a markup of 2 cents a pound. 
One of the reasons for the earlier announcement of the price list this 
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year, as I recall, was the argument that for April we should omit 
that 2-cent markup. 

In calendar year 1949 the price was 3134 cents per pound for cheese. 

From January 1950 to March 31, 1951, the price was 31 cents a 
pound. 

The next marketing year, April 1, 1951, to March 31, 1952, the price 

yas 36 cents a pound. 

The next year the price was 3814 cents a pound. 

The next year it was down to 37 cents a pound, 114 cents down with 
a 2-cent markup. 

There has never been an operation exactly like this. The occasion 
for this particular one was the drop of 434 cents per pound in the pur- 
chase price. 

Mr. Fountain. Mr. Holtzman, did you have a question ? 

Mr. Hourzman. Would you say this was a departure from the pre- 
vious method of buying and selling this cheese? I am referring to this 
contract to repurchase simult: aneously with the sale. 

Mr. Anperson. Was a departure? The announcement of it was a 
departure. Any time that we can facilitate the operations and en- 
courage sales and minimize the cost to the Commodity Credit Cor- 
poration, we will enter into an essentially similar operation. For ex- 
ample, if somebody had a particular carlot of cheese they thought 
they could export and we could have an export sale and reduce the cost 
to the Commodity Credit Corporation only by doing that, we would 
enter into this sort of facilitation of operation; but you are right it 
had never been announced in this particular fashion. 

Mr. Bercer. There was never a reason to. It never occurred before. 

Mr. Reuss. Do I understand that this support price changeover as 
of April 1, 1954, for dairy products was the only change in support 
price in the history of the operation, that is, the change ‘from 90 to 75 
percent ? 

Mr. Berger. No. It is the largest one. 

Mr. Anperson. We have to keep two things distinct. We have the 
support level which applies to milk and butterfat and that, it is true— 
I will have to go back and check—it seems to me that earlier there were 
some support levels at around 87 percent, but that is the first time in 
recent years that we had a drop from 90 to 75 percent. 

Mr. Reuss. In addition to that drop in the support level paid the 
farmer for milk and butterfat, what 1s the history of changes made 
in the offering price for various dairy products? 

Mr. Anperson. I have before me the purchase prices for cheese dur- 
ing the entire period. The other dairy products I do not have mee 

In 1949 it was 3134 cents for cheese. That was calendar ye 

We shifted to a marketing year, and the price from January 1950 to 
March 81, 1951, was 31 cents. 

Mr. Reuss. The same price? 

Mr. Anverson. Three-fourths cent down. 

From then on we have been on marketing years. From April 1, 
1951, to March 31, 1952, the marketing year 1951-52, the price was 36 
cents a pound. That was 5 cents up. 

For the marketing year 1952-53, the price was 3814 cents a pound. 

For the marketing year 1953- 54, it was 37 cents a pound. 

Mr. Reuss. When you switched on April 1, 1953, from 3814 to 37 
cents, did you have a similar history whereby cheese factories which 
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had sold at one price in the prior marketing year were enabled to buy 
back the same cheese for less ? 

Mr. Anperson. No. You see, they would not buy it back then. 
We have always insisted on the 2-cent markup. That was a drop of 
only 114 cents, and they would have lost three-fourths cent. 

This is not the first time, of course, we have had this pressure to sell 
back at the same price. Not long ago the butter industry did what 
we all do, made a bad forecast, and did not store as much butter as 
they would like. They would have liked to have bought butter back 
without the 3-cent markup. 

However, we have always followed that policy. As Mr. Berger 
pointed out, the period beginning with April 1, 1954, is the only time 
in which the drop in purchase price has been sufficient to bring about 
this situation. 

Mr. Founrarn. Mr. Anderson, I know there must have been some 
planning and some conferences before this step was taken. I wonder 
if you could tell us how this program set forth by Da-112 was 
originated and developed? Who first thought of this idea of pur- 
chasing and reselling cheese at the same time ? 

Mr. AnpErson. Now I have to speak entirely from memory. 

Mr. Bercer. May I interrupt a second there ? 

Mr. Anperson. Yes, sir. 

Mr. Bercer. I think that the committee should recognize that the 
men who are working with these problems in the Department of Agri- 
culture at all times would be cognizant of the problems that they 
were going to face when they made a drastic change or they drop in 
support price of dairy products long before anybody came to them and 
talked to them about it. Iam sure the boys in the Dairy Division were 
worried about it, as to just how they could handle this, how they were 
going to protect the farmer, pay him price support up to the last day 
of March, and how they were going to get that transition period over 
to a lower support price which was more drastic than it had ever been 
before. Their selling price margin was not big enough to absorb it 
for the industry, and thus they knew they were going to face that long 
before. Therefore, I do not think anybody has to come and talk to 
them about it. 

I have confidence enough in the people under me to know that they 
were cognizant of it just as they knew the price support was even 
talked about to drop—— 

Mr. Fountarn. What I mean is, who in the Department suggested 
the thought or idea of this purchase-resale agreement ? 

Mr. Anperson. I suppose I can take credit or blame, whichever it 
happens to be, sir. 

Mr. Fountain. Maybe I should say, who should take credit for it? 

Mr. Anperson. As I recall, sir, and please understand that I am 
speaking from memory now and there probably aren’t any too good 
records to go back on it, but as I recall, as we were watching the prices 
paid by cheese factories in the States like Wisconsin, where much of 
the cheese is made, and the tendency of the prices on the Wisconsin 
Cheese Exchange, late in February there seemed to be a marked tend- 
ency for prices to drop rapidly. Now out of this, of course, came this 
discussion within the Theasteuns of the extent to which this require- 
ment that the cheese must be graded before offered must be met. 
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Well, just a little discussion among ourselves convinced us that that 
sort of a result would occur. 

The only other conference that I can remember on this matter was 
the conference that I held—or I was in the conference that was called 
in the office of Dean Froker of the University of Wisconsin. 

The State of Wisconsin eo been trying for a long time to develop 
the packaging of cheese. I do not know whether you noticed, sir, but 
when you used the word “processed” I changed it to “manufacture.’ 
That is one of those emotional things in the dairy industry that we 
sometimes have to be careful about. 

Mr. Fountarn. I have been using the word “manufacture,” and Mr. 
Naughton changed me to “processed.” 

Mr. AnpErson. I know the university has been interested in that, the 
marketing of cheese had been more and more to processed cheese. May 
I say processed cheese is a very excellent article, and we are using it a 
lot for our schoolchildren. However, especially the State of Wiscon- 
sin is concerned with developing methods for the market ing of natural 
cheese in consumer-size packages. 

Certain companies in the State who do that had to age their cheese 
a rather long time. And it was some of this cheese that would have 
had to have been repackaged. 

Those two I remember fairly clearly, sir. I suppose there were other 
conferences. 

However, I think you can say Mr. Harlan Emery and myself prob- 
ably did most of the work in the development of this program. And I 
would say, offhand, it was probably developed with less industry 
consultation than most programs because this is the kind of a program 
where you would like industry advice, but one that is a little touchy 
to go to. You have to run even more risk with a time difference for 
advance notices, because anybody, of course, who had sold cheese to us 
ahead of time, and then found out they could do this, would be slightly 
irate. I would s say, sir, as far as I can remember, and much has passed 
since, that Mr. Harlan Emery and myself—perhaps I do not know 
what you want to add to that, or I do not know how much Mr. Norton 
I think that he was still with the Department then. No, he had left 
by that time. 

Mr. Bercer. Mr. Chairman, I would like to add for the record here 
that Dean Froker, Wisconsin University, whom he refers to, is a 
member of the nonpartisan five-man advisory board to Commodity 
Credit Corporation, and appointed by the President. So, he not only 
comes from one of the largest cheese-producing States in the United 
States, but he has also had a particular interest as an adviser to the 
Commodity Credit Board of Directors and to the Secretary of Agri- 
culture. 

Mr. Fountarn. And he attended the conferences which were held 
preparatory to this program ? 

Mr. Bercer. That is right. 

Mr. Anperson. As I recall, he had called me on the phone. Or, he 
may have been down at one of the CCC Advisory Board’s meetings. 
After that I can recall having a meeting in his office, and, as I recall, 
there was one of the smaller manufacturers of Wisconsin also in the 
meeting at that time. 
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So, as I recall, I have consulted with the dean both here and I recall 
specifically one meeting in his office at the University of Wisconsin. 

Mr. Fountarn. I assume this program was submitted to Secretary 
Benson for his approval and receiv ed his approval ? 

Mr. Bercer. And, also, the Board of Directors of the Commodity 
Credit Corporation, and it was also discussed with the advisory 
committee that I just mentioned, prior to going to the Board of 
Directors. 

Mr. Fountatn. I believe you answered in a gener ‘al w ay by saying 
that little consultation was held with the industry. Do you recall 
any representatives of the dairy industry partici pating in your dis- 
cussions prep: ving to the origination of this program 4 

Mr. Anperson. I do not recall any others, sir, specifically. The 
only case would be if someone came in and said, “Here j is a problem,” 
and presented it to us. It would be almost entirely a discussion 
between that individual and myself. 

Now I may add that very late in the program, as I recall, around 
March—I suppose around the 26th or 27th—representatives of the 
Italian cheese industry came to us with a problem. Of course, they 
had somewhat the same inventory problem but, as I recall, the first 
representative of that industry came in around the 26th or 27th of 
March. 

Mr. Founrarn. Do you recall whether or not you approached the 
dairy industry and told them that you were thinking of starting 
this program to help them out, or whether the industry people came 
to Agriculture and asked you to start this program ? 

Mr. Anperson. I cannot recall any specific instance. I certainly 
will be surprised, however, if people with inventories on hand and a 
price drop of this kind did not call up and say, “We have got a 
problem.” I assume that they did. But aside from the instance I have 
mentioned, I cannot recall them. 

Mr. Fountarn. Do you recall whether or not anyone from the 
National Dairy Products Co. took part in the discussions or negotia- 
tions leading up to this purchase-resale program ? 

Mr. Anperson. I rather think not. 

Mr. Fountain. How about the Borden Co. ? 

Mr. Anperson. I seem to recall one call from a representative of 
the Borden Co. in New York saying, “There is a problem; is there 
likely to be anything done about it?” 

Mr. Fountain. Do you recall who it was you talked to? 

Mr. Anperson. I think it would most likely be the vice president, 
Mr. Eckberg or Mr. Lawrence Butler. That is, those are the two 
people who usually represent the Borden Co., sir. 

Mr. Fountain. Do you know when it was that you had that con- 
versation / 

Mr. Anperson. I am not sure. I think it was probably early—I 
suppose it would be late February or early March. 

All I can say, sir, it would be amazing, because problems of industry 
much smaller than this usually result. in inquiries as to what has 
been done about it. 

Mr. Founrarn. I would certainly think so, and that is why I was 
asking to see just what interest they had shown in this program. 
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Mr. Anperson. I will say from my recollection, that the two big 
companies who, of course, sold us more cheese exhibited less interest 
in this program than the smaller ones. 

It was the smaller companies with the lesser financial bi acking. 

Tam reasonably certain that both Kraft and Borden could have stood 
something like this. 

There is another reason for that, too, sir: The companies with the 
larger organizations would have sold and bought back with much 
more facility than the smaller ones. They have the staff and the 
knowledge to adapt themselves. I would guess that the Kraft Co. 
would have sold us twenty-nine million one hundred sixty four, or 
something like that, pounds under this, and would have sold us essen- 
tially the same without it, because they had the staff and the organi- 
zation to do it. 

Please understand, again, that I am guessing. I have no way of 
knowing. It isthe smaller companies that find it difficult in ad: apting 
themselves to these circumstances, sir. 

And if you wish, I have a list of all the companies here that I will 
be glad to supply to the committee. 

Mr. Fountar. All right, thank you. 

Do you recall who some of the representatives of the smaller com- 
panies were who contacted you aa said they had a problem ? 

Mr. Anperson. Well, the only one that I can recall for sure was Mr. 
Berst, who was in the dean’s office at the conference which I mentioned. 
Of course, on this basis, he is not so small. He sold us about five and 
a quarter million pounds of cheese. 

Mr. Fountain. What company was that ? 

Mr. Anverson. The Car] Berst Co.—C. J. Berst & Co., Wisconsin. 

Mr. Fountain. Now getting back to the details of the purchase and 
resale program, announce “ement Da—112 provided, did it not, that cheese 
offered to the CCC under the purchase-resale program must be in 
existence, dated, and owned or under consignment to the seller not 
later than March 31, 1954? 

Mr. Anperson. I think that is right. You have a copy. 

Mr. Fountain. That is where we got the information. 

Mr. Anpverson. That sounds correct, sir. 

Mr. Fountarn. And according to Da—112, delivery of the cheese 
to CCC and transfer of title would take place at the location at which 
the cheese was graded, would it not ? 

Mr. Anprrson. Yes, sir. 

Mr. Founrarn. And since cheese would normally be graded at the 
plant, or the warehouse of the manufacturer, place of delivery will 
usually be on the premises of the cheese euaaniouein. Is that cor- 
rect ? 

Mr. Anperson. Yes, sir. 

Mr. Founratn. Of course, the delivery we are referring to is in the 
legal sence of the term. It would not involve any physical movement 
of cheese from the manufacturer to the Government. 

Mr. Anperson. That is right. 

Mr. Fountarn. So, the cheese would not be moved from the location 
where it was graded, but the title would pass to the CCC, and trans- 
fer of title, of course, was subject to the cheese turning out to be 
grade A, 

Mr. ANpeErson. Yes, sir. 
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Mr. Founrarn. Now, the time at which the title to the cheese passed 
to the CCC would be the time at which it was graded, or the time at 
which the offer to sell was accepted, whichever was later. Is that 
correct ? 

Mr. Anperson. Well, yes; the second would be a case where the 
cheese was craded before offered. 

Mr. Founrarn. And Da-112 specified also that all offers were sub- 
ject to acceptance not later than March 31. Is that right? 

Mr. Anperson. Yes; that would have to be right. 

Mr. Founratn. Da—112 also provided that the cheese offered under 
its terms could be inspected and graded as late as April 30, didn’t it? 

Mr. Anpverson. Let’s go back to your question just ahead of that. 

You say the offer had to be in to our Commodity Office before 

Mr. Fountatrn. Subject to acceptance not later than March 31. 

Mr. Anverson. That is, we had to say we would accept this cheese, 
if it graded—now, George, they have a little legal problem here that 
I am not sure I am answering correctly. 

That is, we said you had to notify our Commodity Office that you 
were going to offer this cheese, and our Commodity Office had to give 
recognition to you a it they had received that prior to the close of 
business on March 8 

Mr. Bercer. T har had received the offer. 

Mr. Anprerson. That they had received the offer. 

Now, the problem I am up again here, a little bit( is that, of course, 
the fact that we accepted that cheese prior to the close of business on 
March 31, 1954, did not mean that we would take it if it did not meet 
grade. 

Mr. Founrarn. Then it was a conditional sale ? 

Mr. Anprerson. That is the term, Mr. Chairman, that is bothering 
me a little. 

Counsel says it was a contract to sell if the cheese met grade. But 
it certainly is clear—TI hope it is clear to the committee—even though 
we had accepted it, if by the time the inspection and grading service 
got around to inspect it, it did not meet grade, we had no obligation to 
take that cheese and to pay for it. 

Mr. Founrarn. But it could be inspected and graded as late as 
April 30? 

Mr. Anperson. The 30th. 

Mr. Fountain. So that the title to all of the cheese, under Da-112, 
which was not graded until after March 31, would be transferred to 
CCC, at the time of — 2 

Mr. Anperson. Yes, sir 

Mr. Founrarn. C oe you tell us about how much of the approxi- 
mately 90 million pounds of cheese purchased by CCC under Da-112 
was not graded until April 1, or after? 

Mr. Anverson. I can’t, Mr. Fountain. 

Mr. Ommodt, do you have any knowledge of that ? 

Mr. Ommopr. No; we do not have e any. 

Mr. Fountarn. Could you get that information for us? 

Mr. Ommopr. We concluded the grading approximately on April 
30. We just had all we could do to finish it because of the large 
volume, in addition to the other grading work. 

Mr. Fountary. At this point, Mr. Ommodt, in case you have some- 
thing further to say, will you identify yourself ? 
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Mr. Ommopr. Bennett J. Ommodt. 

Mr. Founrarin. What is your position ? 

Mr. Ommopt. Chief, Inspection and Grading Branch. 

Mr. Founvatn. Will you raise your right hand and be sworn? Do 
you solemnly swear that the testimony you are about to give to the sub- 
committee to be the truth, the whole truth and nothing but the truth, 
so help you God ? 

Mr. Ommopr. I do, sir. 


TESTIMONY OF BENNETT J. OMMODT, CHIEF, INSPECTION AND 
GRADING BRANCH, DAIRY DIVISION, AGRICULTURAL MARKET- 
ING SERVICE 


Mr. Horrzman. Mr. Chairman? 

Mr. Fountarn. Mr. Holtzman. 

Mr. Horrzman. In announcement Da-112 there is a section on 
“How to Submit an Offer,” and I quote from it the last half of para- 
graph 1: 

Offers received each day, if in accordance with the terms of this announce- 
ment, will be subject to acceptance by the CCC by telegram filed at their re- 
spective CSS commodity offices not later than the second business day following 
the receipt of the offer, but in no event later than March 31, 1954. 

Now isn’t that a discrepancy: Doesn’t that conflict with the April 
30 date? 

Mr. Anverson. Let’s see, the price changed on April 1. 

Mr. Honrzman. Well, now, according to the sentence I just read 
here—I am trying to understand it: it is rather complicated for a 
New York farmer. 

Mr. Anperson. I thought we had these finally relatively simple. 
We will try again, sir. 

Mr. Houtrzman. Based upon what I read, it would seem to me 
that the acceptance would have to be by telegram not later than the 
second business day following receipt of the offer. 

Mr. Anpverson. Yes. 

Mr. Hortrzman. And in no event later than March 31. Would that 
be before grading ? 

Mr. Suutman. That, Mr. Holtzman, resulted in CCC having a con- 
tract to buy the cheese, if upon grading it met quality requirements. 
It had to be graded by April 30. If it did not meet the quality re- 
quirements, CCC’s contract to buy would not be one that it had to go 
through 

Mr. Hotrzman. That would be this contract to sell, which Mr. 
Cooper spoke of ? 

Mr. SHutman. That is right. 

Mr. Houtrzman. Subject, of course, to grading some time in the 
immediate future. 

Mr. Founratn. Mr. Ommodt, would you say that the majority, or 
substantially all of this cheese, was not graded until April 1 or after ? 

Mr. Omopr. Well, at the 10-day requirement, Mr. Chairman, the 
cheese made after approximately March 20 could not be graded until 
after April 1. As a result, of course, a large amount of the cheese 
was graded after or during the period April 1 to April 30. 

Mr. Founrarn. Was any of that cheese turned down ? 

Mr. Omnopr. Yes, sir. 
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Mr. Fountarn. Do you know how much? 

Mr. Ommopr. No, I have no figures on the volume that was rejected. 

Mr. Fountain. Was that under purchase resale contracts 

Mr. Ommopr. That is under 112. 

Mr. Fountarn. Under 112. I wonder if you would furnish the in- 
formation to the subcommittee showing just how much of this cheese 
was graded in April or after, and how much of it was turned down? 

Mr. Omaopt. That information can be assembled and make avail- 
able to you. 

Mr. Fountarn. We would appreciate it. 

(The information is as follows :) 


Quantities of Cheddar cheese covered by grade and weight certificates indicating 
that such cheese was graded under announcement Da—112 dated Mar. 9, 1954+ 











Graded in March 1954: Pounds 
Oy enc is a i i 31. 988, 482 
I te I aoe a ee as i lind aie cog eee oe 1, 109, 548 

ENE ig datrcec da Beet gltt i a aa een as aoe ee te eet i 33, 093, 030 

Graded in April 1954: 

Dg, ao IIS RT a eee 48, 896, 261 
ee TH. .  Bi. ce cic ee a Se Tee 1, 144, 584 
I i oa ak I ie a et 50, 040, 845 

Total graded in March and April 1954: 

a); wore fh. Or RRO. 3 i a ee 80, 879, 743 
Below U. 8S. grade A___-___ oi aa obh dei a eee 2 2, 254, 132 
I sinned anc lene ca al 83, 133, 875 


1 Does not include cheese covered by earlier certificates and offered under Da—112. 


Mr. Fountain. Under the terms of Da 112—we have covered this 
partially—all cheese which had been graded before April 1 would 
be repurchased by the seller on that day. Is that correct, Mr. Ander- 
son ¢ 

Mr. Anpverson. If he asked for it back; yes, sir. 

Mr. Fountain. And cheese that had not been graded before April 1 
would be repurchased by the manufacturer on the day on which it 
was graded. Is that right? 

Mr. Anperson. Yes. 

Mr. Founrar. Mr. Holtzman? 

Mr. Hourzman. Actually, Mr. Chairman, it would be on the day 
the title passed to Commodity Credit. Isn’t that so? 

Mr. Fountain. That is right, isn’t it, Mr. Anderson ? 

Mr. Bercer. Surely. 

Mr. Anperson. Yes. The inspection and grading service had to see 
this cheese before we could have anything to do with it, of course, in 
a final sense. Once inspection and grading had seen it, we were 
anxious to get it into consumer channels. 

Mr. Suvutman. There is one exception to your observation, Mr. 
Holtzman. If the cheese had been graded prior to April 1, the repur- 
chase back would not take place until April 1. 

Mr. Hourzman. I am aware of that, sir. 

Mr. Fountarn. Since title to the cheese was not transferred to the 
CCC, until it was graded, then ownership of the cheese passed from 
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the manufacturer to the Government, then back to the manufacturer 
on the same day, didn’t it ? 

Mr. Anperson. Yes; I think that is right. 

Mr. Founrarin. As a matter of fact, it did not even take a full day, 
did it, since title of the cheese was passed back and forth practically 
instantaneously at the moment the cheese was graded ? 

Mr. Anperson. I guess that is right; isn’t it? 

Mr. Suutman. If the cheese had been graded prior to April 1, then 
the resale back would have taken place on April 1 and there may have 
been a lapse of time between delivery to CCC and the repurchase. 

Mr. Fountain. And while the title was passing rapidly back and 
forth, the cheese never moved, did it? Isthat right? 

Mr. AnpersoN. Yes, sir, that is right. It did not move. 

Mr. Founrarn. So that delivery and transfer of title under Da-112 
was really just a paper transaction, wasn’t it? 

Mr. Anperson. I guess that is right; yes, sir. 

Mr. Bercer. Correct. 

Mr. Founrarn. Which ended up with the Government owing the 
cheese manufacturer 234 cents a pound on all the cheese on which he 
had submitted claims? 

Mr. Anperson. Yes, sir. 

Mr. Fountarn. Instead of the Government buying the cheese from 
the manufacturer and the manufacturer then buying it back, what ac- 
tually happened was you sent the manufacturer a check for 234 cents 
difference. Is that right ? 

Mr. ANDERSON. Yes, sir. 

Mr. Founrarn. And the manufacturer himself sent the claim telling 
the Government how much it owed him for having title for his cheese 
for 30 seconds, or for whatever period of time it was? 

Mr. ANpERSON. Yes, sir. 

Mr. Bereorr. That is right. 

Mr. Fountain. Now announcement Da-—112 also relaxed the pack- 
aging requirements for cheese that was sold to the CCC under the 
repurchase program. That is true; isn’t it? 

Mr. Anperson. Yes, sir. 

Mr. Founratn. And CCC normally has a rather strict packaging 
standards for cheese; does it not? 

Mr. Anperson. Yes, sir. 

Mr. Founrarn. And these standards specify such things as the size 
and the type of packages to be used, the quality and the strength of 
material, and even the nature of fastenings by which the packages 
were put together; don’t they ? 

Mr. AnpERSON. Yes, sir. 

Mr. Fountarn. And CCC would normally refuse to accept cheese 
unless it was packaged in accordance with these rigid specifications, 
would it not? 

Mr. Anperson. Yes, sir. 

Mr. Fountain. But section 6 of announcement Da—112, provided 
that cheese packaged in regular commercial packages which did not 
meet normal CCC standards would be accepted provided only that 
it was packed in such a way as to make it feasible to repackage into 
containers meeting CCC requirements. Is that correct? 

Mr. AnpErson. Yes, sir. 
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Mr. Mounratn. What was the reason for making this change in 
packaging requirements? 

Mr. Anverson. As I explained before, sir, that was to save what 
we considered to be unnecessary waste of labor and packaging ma- 
terials. We could have insisted that this be repackaged and, as I 
stated before, it was our feeling at the time that much “of this cheese 
would have been repackaged. W e felt, and I still feel, that it would 
be very hard to answer to. you, sir, or to anyone else, as to why we had 
required the unnecessary utilization of labor, of manpower and of 
packaging materials. 

Mr. Fountarn. I am inclined to agree with you, if you are going 
to have this kind of an agreement. 

Mr. Anperson. That was our reason for it. 

Now had we been sure, of course, that this could not have been re- 
packaged, that the repackaging cost would have been more than the 
234 cents, we could have refused to take it; and in this case, of course, 
the industry would have stood the entire loss. And I would have had 
no objection to that, either, sir, but being convinced, and I will admit 
I was convinced that much of this cheese would have been repackaged, 
and under those circumstances I saw no reason, shall we say, for sub- 
sidizing the packaging industry to that extent, sir. 

Mr. Founvarn. Well, are you now really sure whether we were 
subsidizing the farmer or subsidizing the cheese manufacturer ? 

Mr. Anverson. In this case, I think we will have to split it into 
two parts. 

It was my conviction then and still is that our change in the re- 
quirements for grading resulted in an increased return to the farmer. 
The other is probably split between the farmer and the manufacturer. 
Probably some of the extra money that went to the manufacturer went 
back to the farmer. How much, I have no way of knowing. 

However, I do have to raise this question, sir, and it is a question 
we faced: If our interpretation of the law and the Department an- 
nouncements are correct, that we had to buy all cheese offered that 
met specifications, we had no choice but to buy it. We could have 
prevented resale back. We could have said—and this was actually 
proposed, sir, and it was discussed—that because this will happen 
because we are going to have this matter of a drop in prices, instead of 
announcing a sales price for April and March, we shall say, “we will 
not sell any cheese back at any price in April or March.” Now that 
would have been a change. Those who argued that way were hoping 
that this would force the manufacturer to hold enough to keep his 
pipelines full. 

Well, I think, sir, we have had enough experience with some indus- 
tries to know that part of the tendency would have been, rather than 
to take this kind of a loss, to take a chance on some empty pipelines 
which would have meant heavier purchases by CCC. My own guess 
is, and I again emphasize, “guess,” is that this operation saved CCC 
money rather than the other way. 

Now, sir, L admit I cannot necessarily prove-— 

Mr. Founrarn. You admit that it is necessarily a guess. 

Mr, Anperson. I have no way of proving it. But, from such knowl- 
edge of the industry as I have, such realization that an industry ob- 
ligation is to protect its financial resources, and that a drop of 434 
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cents per pound is a substantial drop, my inclination is still to think 
somewhat along those lines, sir. 

Mr. Fountain. What did you consider your legal authority for en- 
tering into this purchase-resale contract simultaneously ? 

Mr. Anperson. The Agricultural Act of 1949. 

Mr. Founrarn. There was someone else who wished to comment. 
Will you please identify yourself and be sworn ? 


STATEMENT OF EDWARD M. SHULMAN, DEPUTY GENERAL 
COUNSEL, DEPARTMENT OF AGRICULTURE 


Mr. Suutman. Edward M. Shulman, Deputy General Counsel, 
United States Department of Agriculture. 

Legal authority, as Mr. Anderson has pointed out, is the Agricul- 
tural Act of 1949, as amended, which requires us to support the price 
of milk and butter fat through purchases of dairy products. 

Mr. Fountarn. It does not outline specifically, of course, how it 
should be purchased ? 

Mr. SuutMan. No, sir, it leaves that to administrative discretion. 

Mr. Fountatn. Well, now, on March 25, 1954, an amendment to 
Da-112 provided two changes in the purchase-resale program. 

The first change—and correct me if I am wrong—was that the pur- 
chase-resale program was extended to cover any style of American 
Cheddar cheese provided only that the cheese weighed at least 10 
pounds. Isthat right ? 

Mr. Anperson. There was that one change. I did not recall that 
there was another. 

Mr. Bercer. He has not mentioned the second point. 

Mr. Founratn. The packaging requirement is the other, I believe. 

Mr. Anprerson. That was on the March 9 announcement, wasn’t it ! 

Mr. Fountain. I think you will find it also was changed on March 
25. 

Mr. Horrzman. That is right. 


FURTHER TESTIMONY OF DON S. ANDERSON, DIRECTOR, LIVESTOCK 
AND DAIRY DIVISION, COMMODITY STABILIZATION SERVICE; 
ACCOMPANIED BY TRUE D. MORSE, ACTING SECRETARY OF AGRI- 
CULTURE; EDWARD SHULMAN, DEPUTY GENERAL COUNSEL; 
GEORGE E. COOPER, CHIEF, COMMODITY CREDIT DIVISION, 
OFFICE OF THE GENERAL COUNSEL; AND WALTER C. BERGER, 
VICE PRESIDENT, COMMODITY CREDIT CORPORATION 


Mr. Anpverson. As I recall it, sir, that is a repetition of a change 
that had been made before. Pardon me, the words provided, however, 
it must be packed in such a way as to make it feasible to repackage 
into containers meeting the requirements of CCC’s price-support pur- 
chase announcement—I think it was—— 

Mr. Fountarn. Simply a restatement ? 

Mr. Anperson. A restatement as I recall it. But, it is true that on 
March 25 the change was made in the size of the Cheddar cheese that 
would be purchased. 

Mr. Fountarn. What was the smallest size of cheese which CCC 
would purchase before March 25, 1954? 
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Mr. Anperson. The size before were the Cheddars, twins, flats, and 
rindless block. I assume that twin of 35 pounds is probably the 
smallest. ‘There were two twins in a box. 

Mr. Fountain. I wonder if you would give us the reason for broad- 
ening this purchase-resale program to cover these smaller sizes of 
cheese ? 

Mr. Anverson. The Agricutural Act of 1949 requires that we sup- 
port the prices of milk and butterfat sold by farmers. Now as I under- 
stand the law there is no limit in that law as to the products that CCC 
could purchase. The decision as to what products to purchase, what 
grade to purchase, seems to be entirely up to the discretion of the 
Secretary. 

We have developed this philosophy. We would like to keep the num- 
ber of products purchased toa minimum. We would like to keep them 
to products that are produced widely over the United States so all 
farmers have access to a plant making them. We like to confine them to 
products that are produced in bulk and that we can purchase without 
a brand name on the product. 

As a result of that philosophy, we have confined the purchase to 
Cheddar cheese, nonfat dry-milk solids, and butter. Now one conse- 
quence of that philosophy and that method of operation is to channel 
all the products, all the milk over and above what can be sold at 
the price-support level into those three products. ‘That is, the manu- 
facturer of evaporated milk, in a year such as 1953, when we had a big 
increase in milk production and the price-support program was car- 
ried out by the purchase of the three products, tends to divert milk 
he cannot sell as evaporated milk, to butter, powder, or Cheddar 
cheese. 

The swiss cheese factory tends to do it, and also the Italian cheese 
factory. They cannot do it entirely. The result of that is to concen- 
trate most of the excess milk into these products and put the burden 
of carrying it on these products. 

Now Cheddar cheese is one of those. In the original purchase-price 
announcement for Cheddar cheese, we left out small styles because 
they ordinarily were priced higher and we just thought we would never 
buy them. 

Now whether or not it justified this or not, as I say, we concentrated 
the excess milk into these three products, and it appeared, rather late 
in the season, I admit, that maybe we were putting somewhat of a 
burden on the people who had put their inventory into Cheddar cheese 
of a small style. Now on that basis, we said, “Yes, you do deserve the 
same protection as the larger styles.” 

It was that philosophy. How sound it was—it was one of the less 
clear cases that we had to face in this transition period. 

Mr. Founrarn. Mr. Holtzman ? 

Mr. Horrzman. Mr. Anderson, you said in your statement that 1¢ 
was the desire of your department to keep extra purchases to a mini- 
mum. Isthat right? 

Mr. Anperson. Yes, sir. 

Mr. Hotrzmay. Is that still your desire ? 

Mr. ANpErson. Yes, sir. 

Mr. Horrzman. Well, now, in changing the minimum size from a 
35-pound package of Cheddar cheese to a 10-pound package of cheese, 
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you would not be following out your desire, your general desire in the 
department. Is that correct? 

Mr. Anpverson. Well, now, if I may distinguish between what hap- 
pened at this particlar time and what happened generally, I would say, 

Yes.” 

Our new purchase announcement provides for the purchase of small 
styles. I say right now, by giving some encouragement to put some 
of the products into the smaller styles and having it available for 
sale, it probably does maximize domestic sales and minimize sales 
to CCC. 

With respect to this particular change on that particular day, it 
probably had somewhat the opposite effect ; yes, sir. 

Mr. Hoirzman. Now your first announcement of Da-112 was on 
March 9, 1954? 

Mr. ANnverson. Yes, sir. 

Mr. Hourzman. Were you aware of this particular problem with the 
small packages at that time? 

Mr. Anperson. We were aware of it, but not to the extent that we 
were aware of it on March 25. 

Mr. Horrzman. In other words, between March 9 and March 25, 
you became acutely aware of this Cheddar-cheese problem. Is that 
correct ? 

Mr. Anverson. Yes, sir. Of the small styles problem. 

Mr. Houirzman. Can you tell the committee what made you more 
acutely aware of the problem ? 

Mr. Anperson. Certain cooperatives found out they had a large in- 
ventory on hand. 

Mr. Hoitrzman. Of small packaged cheese ? 

Mr. Anperson. Yes, sir. 

Mr. Hourzman. Could you tell us who? 

Mr. Anpverson. I can give you, sir, a list of the people who sold 
us small styles. 

Mr. Hourzman. You would not recall, though, at this time, which 
of the manufacturers of the small packaged merchandise 

Mr. Anperson. One of them mostly concerned was the cooperative 
on the west coast, the Consolidated Dairy Products Co. 

Mr. Hourzman. Are they a part of the Borden outfit ? 

Mr. Anverson. No, sir; they are a cooperative, a farmers’ owned, 
a farmers’ controlled cooperative. 

Mr. Founrarn. Of course, you are not required under the act to buy 
these smaller sizes of cheese ? 

Mr. Anverson. No; but we do now. 

But I think this, sir, was the case much more clearer than any other, 
with respect to which the chairman was asking if this developed with 
respect to a particular situation, and it was brought closely to our at- 
tention. The one primary concern was a farmer-owned, farmer-con- 
trolled cooperative. Please do not understand they were the only 
ones that sold to us afterward; there were others that sold to us. 

Mr. Fountain. Just a few moments ago, when I was referring to 
2 changes made by your March 25 amendment, you got a little ahead 
of me. 

The second change was a further relaxation in packaging require- 
ments; was it not ? 
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Mr. Anperson. I would have to go and study this. It was a relaxa- 
tion with respect to small styles. 

Mr. Founrarn. Let me ask you this. Did this change provide that 
the CCC would buy cheese packaged in standard commercial pack- 
ages, which did not meet CCC standards, even if the cheese could not 
fe: asibly be repackaged to meet CCC standar ds? 

Mr. Anperson. That was removed. Well, of course, it would not— 
You are right, sir. I suppose it would have been impossible to re- 
package these small styles to meet our packaging requirements. I 
Just cannot remember that, sir. 

Mr. Fountain. What was the reason for that change? 

Mr. Anverson. To take care of the small styles, I imagine. If it 

was another reason I have forgotten, sir. 

Mr. Founrarn. Before proceeding with some additional questions 
on the operation of this purchase-resale program, I ask you whether 
you now feel, after you have had an opportunity to observe the re- 
sults, that this was a good program. 

Mr. Annerson. My only question, sir, would be with respect to the 
change, with respect to small styles. I think up to that point, essen- 
tially the same thing would have happened had we not issued Da-112, 
except that the industry would have had to repackage and the CCC 
would have had to move the cheese. My own guess is that we would 
have reduced consumer sales of cheese at that time and this would 
have had a slight tendency, and I admit it is slight, to have increased 
CCC purchases somewhat. With respect to small styles, we will have 
to admit it was a change. It was a change made late and I will 
admit, Mr. Chairman, that if we were doing it over again, I would 
sleep on that 2 nights or 3 and really think about that one. That was 
a departure from the program. 

Up to that point, my own feeling still is strongly that it was an 
advisable move. 

Mr. Founratn. So that if you had to do it again, you would still 
enter into this purchase-resale agreement ? 

Mr. Anperson. Yes, sir. I was just trying to think of a different 
word than “purchase” and “resale,” because that calls to my mind 
uncertain things that I think are not involved here. 

But, my answer, sir, is “Yes.” 

Mr. Founrary. What substantial changes would you make if you 
were beginning the program again? Would the only change relate to 
the small-size cheese which decision you say you would want to sleep 
on? 

Mr. Anperson. Our mistake there was not to see the problem earlier 
and put them in the announcement at the time it was announced at the 
beginning of the program; and that we now do. 

Mr. Founratn. Do: you believe that the modification in cheese-pur- 
chase program allowing manufacturers to sell their cheese to CCC 
before it had been inspected and graded was of any substantial value 
in maintaining prices paid to farmers during the month of March? 

Mr. ANDERSON. Yes, sir. 

Mr. Founrary. On what evidence do you base that conclusion ? 

Mr. Anperson. It is an unnumbered table, the second one. 

Mr. Bercer. The third table. 
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Mr. Anperson. In January the average price paid for manufactur- 
ing milk was $3.51 a hundredweight. It fell to $3.42 and then to $3.34. 
Then in April it dropped sharply to $3.10. 

Mr. Fountatn. What table is that ? 

Mr. Anperson. It is the third table in the dittoed material. 

Mr. Bercer. The title: “United States Average Prices of Manufac- 
turing Milk and Butterfat in” 

(The table referred to is as follows :) 





United States average prices of manufacturing milk and butterfat in farm- 
separated cream in the 1953-54 and 1954-55 marketing years 


Manufacturing milk! | Butterfat 





1953-54 1954-55 | 1953-54 | 1954-55 


Dollars per | Dollars per 
hundred- hundred- Cents per | Cents per 


weight weight | pound | pound 
Es ort a koko saws Sarees Lae. 3. 56 | 3.10 66. 2 | 56.8 
EU ohdacddanaweasad nee ; ; 3.48 3. 03 65.6 | 56. 2 
I tacit a aia 3.44 3.03 65.1 | 55. 9 
WOME das one ub tae 3.45 3.09 | 64.9 | 55.7 
August pie Sele 3. 44 3.15 | 65. 2 | 55. 7 
September- _- 3.47 3.19 65.7 | 55.8 
October---.-..-.- 3. 51 | 3. 25 66. 6 | 16.9 
November. _. 3. 55 3. 27 67.2 57.2 
December._.- 3. 54 3.31 | 67.0 58. 1 
January __..-.--- 3. 51 3.27 | 65.9 | 57. 5 

February - --- 3.42 3. 26 65. 1 7 
March....... 4 3. 34 3. 24 62.8 57. 5 
Average. _---- a cs a 7 3. 46 3.16 65. 2 56.7 


1 Reported monthly average prices adjusted to a 3.95 percent butterfat content basis. 


Mr. Anperson. As I said in my statement, we noted that the price 
had started to fall. We noted it had even fallen in February. But 
there was a drop of 24 cents between March and April, and it is just 
my guess that instead of being 3.34 it would have been something less 
than 3.34 in March had we not made this change. 

Please understand, sir, that I do not offer that as proof positive; I 
have not. I offer it as my well-considered opinion. 

Mr. Fountar1n. Considered opinion ? 

Mr. Anperson. Yes, sir. 

Mr. Fountrarn. Mr. Naughton, I believe, has a question or two. 

Mr. Naueuron. Mr. Anderson, looking back at table I, the an- 
nounced support price for manufacturing milk from April 1953 to 
March 1954 was 3.74 a hundred ? 

Mr. Anperson. Yes, sir. 

Mr. Naveuton. And on April 1, 1954, the announced support price 
for manufacturing milk dropped to 3.14 

Mr. Anpverson. Yes, sir. 

Mr. Naueuron. A hundred, which, if my figures are correct, is a 
drop of 60 cents per 100 pounds. 

Mr. Anperson. Yes, sir. 

Mr. Naveuton. Now looking back at the table of average prices 
for manufacturing milk and butterfat, I notice that in March the 
average amount paid to farmers was $3.34 a hundred pounds which 
was considerably under the announced support level of $3.74? 

Mr. Anperson. Yes, sir. 
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Mr. Naveuron. And, that while the announced support level drop- 
ped 60 cents a hundred pounds on April 1, the price paid to the farm- 
ers dropped only 24 cents a hundred; is that correct? 

Mr. Anperson. Yes. 

Mr. Naueuron. So that evidently the manufacturers must have cut 
the prices they were paying to the farmer before the support price 
actually dropped ? 

Mr. Bercer. That is the reason we put the program in. 

Mr. Anperson. Of course, the other reason is, Mr. Naughton, in 
that year we never hit $3.74. 

As I mentioned before, our average for that year was not the an- 
nounced 90, it was about 84, either 84 or 85 as 1 remember. We did 
not at the beginning of the 1953-54 program—and I mean myself 
and my immediate associates—did not estimate the size of the mar- 
keting and processing margin that the distributors were going to take. 
We did not make full allowance for increased cost and things that got 
in too. Instead of hitting 90 percent, we hit, as I recall, 84. So, the 
average was not 3.74 for the year, it was $3.46, which I recall was 
around 84 or 85 percent of parity. 

Now during that year, the industry, the farm groups especially, 
recognized that the law said the Secretary shall support at such level 
as will assure an adequate supply. The supply was adequate and 
despite the fact that we were running below 90 percent of parity, there 
was very little I could say, and there was practically no pressure to 
increase purchase prices during that year. 

Mr. Nauveuton. The import of all of these figures then apparently 
is that the dairy industry was not passing on all the benefits of the 
support program to the farmers; is that correct ? 

Mr. Anperson. No, sir. 

Mr. Naventron. Wouldn’t the figures indicate that dairy margins 
and profit to the dairy industry were increasing at this time? 

Mr. Anverson. In these figures—well, now, if you mean by “mar- 
gins” the gross margin between what the farmer received and what 
the consumer paid, that is correct. Whether that was due to wider 
margins, higher costs, or to something else, I think is not revealed 
by this. 

Mr. Naucuron. But as far as you know it could have been due to 
increased profit ? 

Mr. Anperson. I know nothing about it. 

Mr. NaveHron. You do not know it was not increased profits ? 

Mr. Anpverson. I do not know whether it was or not. That is 
right, sir. 

Mr. Fountarn. I gather from what you have said, Mr. Anderson, 
that you feel that this purchase-resale program—lI believe you do not 
like that term 

Mr. Anverson. I have no objection to it, sir, except most people 
imply that to be another kind of a program, strictly wash sale, where 
we take over all the products. I think the big difference between 
this and that is there is about a billion pounds of cheddar cheese pro- 
duced. If we had done this on the billion, I would have said it was 
a real purchase and resale. However, this was only incidental to 
another kind of program. 

Mr. Fountarn. But you do feel that this program accomplished 
the objectives that were announced for it? 
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Mr. ANnverson. I would say two things, that the change in the grad- 
ing requirements, I think, tended to carry out more completely the 
support of prices of milk and butterfat sold by farmers. 

Mr. Berger. At this point, I would like to submit four things that 
we feel the program actually did, if we might, for the record ? 

Mr. Fountain. Go right ahead, sir. 

Mr. Bercerr. This is merely my own thought of it, as I have analyzed 
it. 

I came back to the Government service on March 15 of last year, 
but I have studied it since and watched it since. It did help us 
to live up to the commitments that we had to the dairy farmers of 
America, through the entire month of March, to carry out more near- 
ly the support level they were supposed to have had. I am quite 
confident that that has happened. 

And, it did save Commodity Credit Corporation money by doing 
it the way we did it. This is primarily because it saved shipping and 
warehousing charges which are costly. Whenever Commodity Credit 
takes anything within its own stocks, anywhere, any of the com- 
modities, whether dairy or any other, it is a costly operation. You 
ship something to a warehouse and you pay the cost of putting it 
in the warehouse and somebody has to pay the cost of getting it out 
and shipping it out again. It is a costly factor. Somebody pays 
it, either the consumer or the farmer. 

Thirdly, we had no loss of consumption of dairy products by keep- 
ing the dairy products into the consumer channels and the pipelines 
full, which is very important during that period because we certainly 
had plenty of dairy products on hand. 

Fourthly, I am quite confident in my own mind that we gave the 
consumers of America the immediate benefit of the lower cost of 
dairy products immediately after the lower price supports went into 
effect for the farmers. 

Mr. Fountain. Of course, the farmers suffered from that. 

Mr. Brercer. The farmer took the lower price supports. 

Mr. Fountarn. Do you have any way of knowing that the farmer 
benefited from this program ? 

Mr. Bercer. Well, he did by increased consumption of the dairy 

roducts, by keeping the pipelines full, and giving the consumer the 
Penefit of the lower cost immediately, when the new price-support 
program went into effect. 

Mr. Horrzman. Mr. Chairman? 

Mr. Fountain. Go ahead, Mr. Holtzman. 

Mr. Hourzman. May we have for the record the names and the 
quantities of the 10-pound packages that were sold by virtue of this 
amendment to 112? 

Mr. Berger. We have that right here. 

Mr. Anpverson. How many would you like, sir? 

Mr. Fountain. You might pass 2 or 3 around if you have them 
available. 

Mr. AnpDerson. Certainly. 

Mr. Berger. The total amounts to roughly 12 million pounds; about 
11 million pounds. 




























































42 PURCHASE RESALE TRANSACTIONS OF CCC 


(The information is as follows :) 


CCC purchases of small styles of cheese under Da—-112 (buy and sell-back 
announcement), Mar. 25-81, 1954 








[Pounds] 
Company Daisies | Hone | Midgets | Sauare 

Jack Greenberg, Inc., Philadelphia, Pa_..........-....-|..-- screamed 43; 338 22, 000 
Kraft Foods Co., C hie: io, Tl ebb iitebipeasae 305, 986 187, 917 27, 624 21, 169 
N. Darman & Co., Ine., New York, Daa I. A: nctniencbraie eamehdadeats pian aimed 24’ 883 mdiacnbaeisecwsicaiile 
Swift & Co., Chic 120, a eee 235, 370 46, 756 i.) are 
L. Daitch & Co., Inc., Bronx, N. Y.......-.---.------ 19, 335 |....- ire te ET: icispdindaiiadee 
Cudahy Packing Co., "Omaha, Nebr son asian eine 429, 765 106, 351 BRS Ti eseccness 
McCadam Cheese Co., Inc., Ogdensberg, N. Y.---_----| BOR TO 1215S ceandas See ER ee Tae 
ee yd ee ee ee ed SEE TAicmmsthinans< | wee fo a 
Kingan & Co, , Indianapolis, URS itcnntas spine mines tinea een Weak bata telwl DAO foacksusenecd 
J. S. Hoffman 'C is ON Oe og nc cee abo sumwel ‘ BED detsiascbusein Re EE ha <tenadeonue 
M. Willstein & Sons, Philadelphia, Pa.___-..------- Jeri icleucciee el, Se el caws 
Clearfield Cheese Co., Inc., Clinton, Mo___.......----- 65, 706 21, 240 De ee ost 
Denver Milk Producers, Inc., Denver, Cola..... <i. 27, 297 - 3 | ea a See 
Frink Creamery Co., Denver, Colo. -.-.......-------- 49, 225 GED Nedaccwudedintenduddadeuks 
Land O’Lakes, Plymouth, Wis Sh cele 507, 240 69, 746 |... jet Maina atl 
L. D. Schreiber & Co., Inc., Green B: Ay, , Wis aaigienss 66, 163 94, 489 phe Sa 
A.& P. Tea Co., Green Bay, Wis ahd | Oe, Wee (ho . eecskds bl coded besces 
Clover Cream Dairy Products Co., Marshfield, Wis__.|-....._-_--- iat ia cel anita 
Community Creamery, Missoula, Mont be 7 be PE SOe hicth nah wis ieandadamvess 
Northern Wisconsin Produce Co., Manitowoc, Wis.__.|_.__- sian dhindiecs DON FI dicocdaien mae 
Rib Lake Cheese Co., Medford, Wis_- Seman . 54, 857 : Sadiy ean eal . 
Pauly Cheese Co., Green Bay, Wis 59, 174 77, 869 60, 651 20, 958 
Sheboygan Falls Creamery Co., Sheboyg in Falls, Wis Ea eae 37, 000 Saket Palin asea cate san 
Modern Dairy Cooperative, Sheboygan, Wis sabe ‘ I ide bib badsinnleaackbek annk 
Superior Cheese Co., Green Bay, Wis. (division of 

Salem Commodities, Inc.) ‘ noth ‘ . EE Facade accasuddtcasuks dies - 
Dairy Belt Cheese & Butter Co., Spencer, Wis oi te fo Pe re ee Ae el ht a oe 
Blue Moon Foods, Inc., Thorpe, Wis aekadteres i ee i ed 107, 480 | oc<..< 4 
Central Cheese Co., Inc., Marshfield, Wis J 524, 400 |_.....-.- tc cae widens 24, 150 
Lakeshire-Marty Co., division of Borden Co., 

Plymouth, Wis P ‘ a, eS Wa GS Isbescusecese 
Phenix Food Co., care of Kraft Foods Co., Chicago, 

OO et eid : Lpnclnindatadonsadheakanundiees ES SP sal Le lcawhwenncdon 
Jerome Cooperative Creamery, Twin Falls, Idaho a ‘ BOGE vccahdadilaseonoes 
Cc a alle nge Cream & Butter Association, San Francisco, 

‘ali ites ukeeaaMeCh wk dai diaatia means ates 31, 783 SUG PES Vscdnctcnsctalateskiticave 
Da 1iry C ooper: itive Association, Portl: ind, Oreg See Lancudnbshirdaleddouddaduttlsascsuce saad 
Tillamook County Creamery Association, T illamook, 

Oreg . PEED TN OS | ee 9 ee Nicledls eels Re leiciosh ditain ences 
Clark County Dairymen’s Cooperative, Battle Ground, | 

Wash _. ; Te ; . : DUET tee sg ethan eee SP idgeeteradacat 
H. B. Yearsley, care of Kraft Foods Co., Pocatello, 

Idaho eee eee ate ’ 
Mount Angel Co-op Creamery, Mount Angel, Oreg___- 55, 800 |......- etl aw Sh tedihnes ie 
Golden State Co., Ltd., San Francisco, Calif _ 375, 912 I Es iccteca 6 nicerd dll cca tieN asus 
Whatcom County Dairymen’s Association, Belling- 

tin, Weel... 6... ccc ata ON Bisa cs ce arsbich beohedaeé andl bheinnne . 
Reedsport Cres umery & Cheese “Factory, Reedsport, 

Oreg ‘: ; ' Abiede 24, 250 |... ytd ottihekwa Liisa 
Nelson-Ricks Creamery Co., Salt lake City Utah 182, 449 Fe oie 
Consolidated Dairy Products Co., Seattle, Wash . 572, 504 |... ‘ 
Brooklawn Creamery Co., Salt lake City, Utah biG bi Ses Re, OOO tus waceus dead denwedubonce 
The Borden Co., Pacific Cheese division, San Fran- 

cisco, Calif ie ‘ Galette OO Fe Si dei weclches ed . 
Vons Grocery Co., Los Angeles, Calif. _- : = 24, 262 Re eS ee | 
Monterey Cheese Co., San Francisco, Calif 36, 303 ; seeavndsnn sedtcnie 
Fort Worth Poultry & Egg Co., Fort Worth, Tex_____- ea ae ae ee ae 


The Milk House Cheese Corp., Dallas, Tex__- 6, 07 |... . peek 
Total Sapte : sili 8, 208, 568 1, 696,186 | 2, 288, 190 88, 27 


Mr. Reece. Mr. Chairman, it seems to me that was a very good 
summary of a transaction, the effect of a transaction, partic ularly ; 
that modification of the order which committed the stocks to remain 
at the factories rather than have physical possession taken out by the 
Department and have them transported and stored at the expense 
of the Department which meant an expense ultimately to whoever 
might be the consumer. 
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If I may, I would like to ask Mr. Anderson whether he, in retrospect, 
has observed any disadvantages that accrued to anyone by reason of 
that method of handling it? 

Mr. Anverson. I 

Mr. Reece. What the chairman referred to as the purchase and 
resale. 

Mr. Anperson. The only possible disadvantage I can see is in the 
fact that we probably—well, certainly had we not made the change 
on March 25, we would have not bought the approximately 11 million 
pounds of small syles that we did buy. We would have reduced CCC 
purchases that month possibly by that amount. Whether that would 
have increased the sale of larger styles to us—I guess it would not, it 
was too late in the season. 

So, we might have reduced CCC purchases by that amount in 
March. We would probably have bought an additional equivalent 
amount in April. But, of course, we would have bought it at 434 
cents less. 

I consider that a very smal] disadvantage, if any, and that is the 
only one I see to it. I must confess to Mr. Naughton, of course, that 
one of the steps—that of not forcing the industry to repackage—prob- 
ably accrued to the seller of Cheddar cheese. But this was not a loss 
to CCC. 

Mr. Fountarn. Right at this point, I would like to say that I agree 
with Mr. Reece that you were wise in permitting the cheese to remain 
in the warehouses of the seller rather than to go to a lot of unnecessary 
expense in shipment and so forth, in the resale process, if you were 
going to have an agreement under which a manufacturer could sell you 
cheese at one price, and at the same time you agree to sell it back 
to him at a lower price, when it is very obvious he knows that he can 
make a profit. 

Mr. Reece. Mr. Chairman, doesn’t that in a way apply to this prin- 
ciple of price support? 

Mr. Founarn. This seems to me to be a curious way to operate 
the price-support program, Mr. Reece. 

Mr. Reece. The whole principle of price support may be so de- 
scribed, I suspect. 

Mr. Founratrn. I am learning things I never knew about the price- 
support program. 

Mr. Reece. I have to be on the floor when the House meets, so if 
you will excuse me, please? 

Mr. Fountain. Thank you for being here. 

It has been stated that the program was necessary to present a short- 
age in the retail market after April 1. 

I do not recall whether you made this statement in your testimony 
this morning, but it has been made. 

Mr. Anpverson. I think we made it, sir. 

Mr. Fountatn. Do you believe that a shortage would have developed 
if the program had been not put into effect ? 

Mr. Anperson. Well, I think there would have been a tendency to 
less. Now, just how do we define a shortage? We are practically 
certain that happened in some cases with respect to butter. 

It would have been more pronounced than butter, had we not per- 
mitted them to take title to this on the morning of April 1. 
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Mr. Fountarn. Do you think there would have been a shortage on 
the consumer market of cheese, Cheddar cheese, if you had not put 
this program into effect ? 

Mr. Anperson. It would have been somewhat less, I think, in con- 
sumer channels. Now, how much less, I have no way of knowing, sir. 

Mr. Bercer. Your consumers would certainly not had the ac van- 
tage of the program of support to the farmers, the new one. 

Mr. Anvrerson. Of course, the other thing, sir, I think we have to 
remember, is that unless we had a change, the policy that CCC had 
been following from the inception of the program, this same thing 
would have happened. They would have sold it tousin March. They 
would have bought it back somewhat later than they did buy it back 
because of the more involved transaction. 

That is, I think the important thing that we thought about, in plan- 
ning this and giving it our approval, and recommending it to our 
superiors, was that the biggest companies would have done this almost 
the way they did it, whether Da—112 had been issued or not. They 
would have sold it to us. They would have had their people watching 
where we moved it, and they would have had the order blanks in our 
commodity offices early in April. They would have had to repackage 
it, and that would have been an extra cost to them and that might have 
been something of a deterrent to their selling as much. I do not know 
how much of a deterrent it would have been. 

Mr. Founvratry. Do you think they would have sold you these same 
quantities, or would have sold you any cheese, and then turn around 
on or after April 1, and buy it back, if you had not reduced the price ? 

Mr. Anperson. Oh, no; of course, this whole program was predi- 

cated on a decision that the price was going down. Of course, we 
enale have never thought about this h: ad the price not gone down. 

Mr. Bercer. But his statement is still true; they would have sold it 
to us in March, and bought it back in April. 

Mr. Fountarn. At the same price? 

Mr. Bercer. At the April ceiling price. 

Mr. Fountain. But the fact they knew what the April selling price 
was going to be probably served as an incentive for them to dispose 
of it in March? 

Mr. Bercer. We used the same selling price that we have been using 
right along 

“Mr. Anperson. You are raising a question that if the price-support 
program for 1954-55 had not been announced so early 

Mr. Founrarn. Yes. 

Mr. Anperson. Well, I think most of them knew. That is, we had 
bought the equivalent of 11 percent of the milk supply in the 1953-54 
marketing year, and the law provides for support at such level from 
75 to 90 percent of parity as is necessary to insure an adequate supply. 

Mr. Fountarn. Let me ask you again what factors caused the De- 
partment to think that there would be a shortage on the consumer mar- 
ket, or in consumer channels, or that there would be less cheese on the 
market if this program were not put into effect? You may have al- 
ready answered it generally, but can you give us some specific answers ? 
Mr. Anperson. The year before, ‘when the price went down from 
8.25 to 387 cents, which was a decline of only a cent and a quarter, our 
purchases in March of that year jumped up to 45 million pounds. 
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That is, the evidence that we had was that even with a price drop of 
a cent and a quarter they tended to ship everything they possibly could 
to CCC prior to the price decline. 

Well, with the decline of not a cent and a quarter but of 434, the 
evidence seemed to be that, with this 3s greater decline they would pre afer 
some sacrifice in sales to a "loss of 4.75 cents a pound inventory. 

Again, sir, I must emphasize that it is my speculation from my 
knowledge of the w ay these people think and work, and I suppose a 
little of the way I would think and work if I were faced with a loss of 
4.75 cents per pound on inventory. 

Mr. Bercer. I do not think there is a businessman in the United 
States who would not do the same thing if he had the opportunity. 

He would sell it to Commodity Credit and buy it back the next 
month. 

Mr. Fountain. Particularly if he did not have to move it and could 
just get a nice check. 

Mr. Bercer. That is the only thing we put in there, he did not have 
to move it. He could have it right there and save us the extra cost. 

Mr. Fountain. Did the cheese manufacturers ever express the opin- 
ion tothe Department that a shortage would develop ? 

Mr. Bercer. I think we were smart enough to guess that ourselves. 

Mr. Fountatn. You reached that conclusion yourself ? 

Mr. Anverson. That was also from the butter people. 

Mr. Brercer. You heard more from the butter people ? 

Mr. Anperson. Much more from the butter people. 

Mr. Fountain. Did any one of these cheese manufacturers express 
the opinion there would be a shortage ? 

Mr. Anperson. Well, sir, I cannot give a positive answer to that 
because I cannot remember who it would be. I cannot remember the 
names. I cannot be sure that they did. 

I would assume that they did. 

Mr. Fountarn. Mr. Holtzman. 

Mr. Hourzman. Did you make any effort to find out from the in- 
dustry whether a shor tage would be likely ? 

Mr. Anperson. Sir, in a case like this, we are very cautious about 
talking too much with the industry for fear of giving an advantage 
to certain people, and the advantage is so much greater to a large 
company like Borden and Kraft than to the little one. They have 
representatives all over. 

Now, I think we can say that in this particular case we were as 
‘autious, as meager—let us put it that way—with industry consulta- 
tion as in any program we would have. 

Mr. Founratn. Do you believe that the program set up by Da—112 
actually cut down purchases by the Government under Da—100, your 
regular purchase program ¢ 

Mr. Anperson. It would be my thought that they would have a 
tendency in that direction ; yes, sir. 

Mr. Founratn. Why do you think so? 

Mr. Anperson. Well, for the reasons I have given. Had we not 
put this in, most of this cheese would have been sold in the regular 
method. It would have to have been moved to a warehouse, and it 
would have taken time to have moved it back. 

Mr. Bercer. Not only was the 10-day requirement for inspection 
involved, but you had another long period afterward in which you did 
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have to get shipments back out of Commodity Credit, which takes 
time. 

Mr. Anperson. There is another way we could have forced it a 
little more, and that is by refusing to waive the 10-day requirement 
and forcing the cost of this change back on the farmer, which did not 
appear to me 

Mr. Bercer. The farmer or the consumer. One or the other would 
have to pay it. 

Mr. Fountatn. I gather from what all of you have been saying that 
you feel that the purchase-resale ate am did not substantially ‘affect 
the total amount of cheese that the CCC would have had to buy. In 
other words, that you would have had to buy more or less the same 
amount of cheese in March under the support program if you had 
never started the resale program ¢ 

Mr. Bereer. I think that is right. 

Mr. Anprerson. I would say the oe y isin that direction. How 
long that tendency would have been, I do not know, sir. 

But, I do feel that way. 

Mr. Founratn. In other words, you did not have to buy any cheese 
because of the resale program, that you would not have been required 
to buy anyway ? 

Mr. Anperson. Except the small styles. 

Mr. Bercer. No, sir. 

Mr. Founratn. Ordinarily, when the Government buys cheese, it 
can examine the cheese that is delivered, and can be certain that the 
quantity and the quality of cheese paid for is there. Under the 
repurchase agreement, however, I believe you have already stated 
that the Government never actually has possession of the cheese? 

Under those circumstances, how could you be sure that someone was 
not selling you cheese which was not eligible for price support, or 
cheese which did not even exist? 

Mr. Brercer. Inspection. It all had to be inspected before it was 
accepted. 

Mr. Founrarn. Just what kind of inspection was made? 

Mr. Om™opr. Well, the grading of the cheese under 112, Mr. Chair- 
man, was handled exactly on the same level and basis as when you 
grade cheese for commercial grading or for ordinary price- support 
program. One precaution we ‘did take in handling this grading work 
under 112 was to ask each supplier to furnish us with the manufactur- 
ing dates, and the amounts not later than April 4, 1954. 

Mr. Fountarn. But you relied upon the information which the 
manufacturer gave to you? 

Mr. Ommopr. We did. 

But, they had to give us a statement of the amount they were going 
to have available that was already made prior to April 1, and we made 
inspections as we were able to carry out the grading work. 

Mr. Founrarn. Did you make an inspection to determine whether 
or not the amount of cheese which they were selling you was actually 
on hand? 

Mr. Omopr. What was that? 

Mr. Fountrary. Did you make an inspection in an effort to deter- 
mine whether or not the amount of cheese which they were selling to 
you was actually on hand in a warehouse? 
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Mr. Ommopr. Absolutely. Later, when the cheese was inspected, we 
would go to the warehouse and draw samples from the lots, So, the 
cheese must be on hand at the time of grading. Otherwise, we would 
not have had any way to grade the cheese, unless the lots had actually 
been on hand, available for grading. 

Mr. Founratn. But actually you had to rely on the figures which 
the manufacturer gave you. You did not make such an adequate in- 
spection that you were absolutely positive that every pound of cheese 
which they were selling you was on hand? 

Mr. Om™opr. Well, we of course rely on the manifest furnished by 
the industry, and then we would go to the lot and select our samples 
for grading. 

Mr. Fountain. What do you mean “select samples” ? 

Mr. Ommopt. Select one sample from each group. 

Mr. Founratn. That is for grading purposes? 

Mr. Ommopr. That is right. 

Mr. Founrary. What did you do in an effort to determine whether 
or not the cheese actually existed ? 

Mr. Ommopr. The quantity, is that it, Mr. Chairman? 

Mr. Fountain. That is right. 

Mr. Ommopr. The quantity. They must supply us with a certified 
manifest. 

Mr. Founrarn. But you rely upon that certified manifest? 

Mr. Ommoprt. For the pound? 

Mr. Fountain. For the poundage. 

Mr. Ommopr. Yes, sir. 

Except this, in each batch so many Cheddars are listed, and we 
weigh one Cheddar out of each vat, and on that basis then determine 
if that weight figure was correct. 

Mr. Fountarn. But it is still true, that the only way you know the 
quantity of cheese being sold to CCC is by that certified manifest 

Mr. Ommopr. Yes; in the sense that is correct, because we do not 
go to the trouble of counting every package in the entire lot. 

Mr. Fountain. That would take a tremendous amount of time? 

Mr. Omnopr. That is right. We would not have the personnel to 
do that job. 

Mr. Fountarn. Was all the cheese you purchased under Da-112 
inspected ? 

Mr. Ommopr. All of it that was purchased ? 

Mr. Founrarn. Yes, sir. 

Mr. Ommopr. Why, yes; all of the cheese was covered by grading 
certificates. 

Mr. Founrarn. Can you tell us how much of this was turned down 
by the inspectors? 

Mr. Ommopr. No; you asked for that information during the meet- 
ing, and I agreed that we would supply that information to you. 

Mr. Fountain. You will get that for us, then. 

Mr. Anperson. I think we must be clear, Mr. Chairman, that our 
determination of quality and weight under Da-112 was exactly the 
same as the determination of quality and weight under any other 
program. 

Is that right? 

Mr. Ommopr. That is right. 
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Mr. Anperson. That is, our method was exactly the same under 
this program. One of Mr. Ommodt’s men has to actually visit the 
plant and physically examine the cheese. 

Mr. Fountain. Yes; now, is it correct that when your USDA in- 
spectors go into manufacturing plants to take samples of cheese before 
it is delivered to the Gover nment, they also inspect the plant itself ? 

Mr. Ommopr. That is not correct. Sometimes we do that if the 
cheese is offered from the manufacturing plant, but more generally 
the cheese is offered at assembly points, and we do not have access to 
the plant. 

Mr. Founrarn. You do have the right to go there ? 

Mr. Ommopr. We have the right under the announcement to inspect. 
They are subject to inspection. 

Mr. Founrarn. And should you go there and find the plant operat- 
ing under, let us say, unsanitary conditions, then the Government does 
not have to take the cheese from the plant ; does it ? 

Mr. OmMopr. We would then take two steps, either require the 
plant to correct the bad conditions or unsanitary conditions; or we 
would discontinue the grading until the plant was operating under 
proper conditions. 

In that case, of course, we would not issue a grading certificate on 
the lot. 

Mr. Founrarn. Under Da-112, you have made some changes in 
inspection regulations; have you not? 

I believe the changes are in section 5. 

Mr. Oxmopr. Not so far as the grade requirements are concerned. 
I believe you are referring to packaging requirements. 

Mr. Founratn. Well, under Da—112 the manufacturer made samples 
available to the inspector, rather than the inspector going into the 
plant forthem. Isn’t that true? 

Mr. Ommopr. No; I am speaking of sampling points. The offerer 
makes available a lot of cheese, and we, if at the warehouse, select 
samples and, if we do, then we also select spot samples of the same 
vats to indicate if there should be any discrepancies in the samples 
that are made available to us. 

Mr. Founrarn. One of the clauses, or one of the changes which 
was made in Da-—112 did not allow the Government to refuse to accept 
cheese from unsanitary plants. I mean, it removed that provision 
requiring or authorizing the Government to turn down cheese made 
in unsanitary plants; did it not? 

Mr. Anperson. I am not certain. 

Mr. Founrarn. I wonder if you can find me that paragraph which 
says you can turn it down—section 5 of Da—112—a provision which 
you previously had. 

What I am leading to is: I am interested in knowing why that 
provision was eliminated in Da-112. 

Mr. Anperson. If it was, it apparently was just because we forgot 
to put it in. 

It would still have applied. 

Apparently it has been left out. I do not see it. However, if it was, 
it was just an accident. I am afraid I will have to confess to that. 

Mr. Founrarn. The regulation says the manufacturing plant sup- 
plying cheese for delivery to CCC shall be subject to inspection by 
USDA. Cheese manufacturing plants which have been found on 
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inspection to be operating under unsatisfactory sanitary conditions 
or without satisfactory equipment, or facilities, will not be eligible 
for delivery under the purchase announcement. 

Now, that provision was left out of Da—112. 

Mr. Anpverson. We would have still applied it had the occasion 
arisen, since there is a basic purchase announcement. It was left out 
of here, Mr. Chairman, just because we overlooked it, apparently. 

Mr. Fountain. How could you have applied it if it was not in here? 

Mr. Anperson. It is in our basic purchase announcement. 

Mr. Fountain. That does not apply on Da—112; does it? 

Mr. ANperson. We would have applied it. I do not know what 
would have happened, Mr. Chairman. 

Mr. Founratn. Would you have had a right to apply it under 
Da-112? 

Mr. Cooper. You would have bought products under the “Quality 
and Weight” provision. All commodities offered under it “shall meet 
all applicable provisions of the Federal Food, Drug, and Cosmetic 
Act,” and food produced in unsanitary plants could not pass. 

Mr. Fountain. There was no purpose in leaving it out 

Mr. Cooper. It is an extra warning. 

Mr. Anperson. I think I can assure you of that, sir. I did not 
realize until you called my attention to it that it was left out. It was 
inadvertent. 

Mr. Fountarn. I was just asking because I did not know. I thought 
you might have some explanation. 

Mr. Anperson. I am glad you did ask it, sir, because we will have 
to watch more carefully. 

Mr. Cooper. I think the old one did not have the food and drug 
clause init. It is just another way of citing it. 

Mr. Founrarn. I am going to ask you also if Da—112 does not spe- 
cifically state that the inspector is not authorized to reject any of the 
cheese he inspects, Mr. Anderson ? 

Mr. Anperson. Well, the inspector himself is supposed to record his 
findings on the certificate. 

Mr. Founratn. And he brings those findings back? 

Mr. Anperson. It will be rejected on the basis of that certificate. 

Mr. Fountarn. The reason I am asking the question is this— 
although it was not in Da—100, section 5 of Da—112 says that inspectors 
are not authorized to prescribe any change in the contract, or to order 
the contractor to perform under the contract in any manner, and are 
not authorized to accept or reject a commodity. 

What was the purpose of this provision being put in there? 

Mr. Ommopr. Well, the inspector has no authority to reject an 
a anything like that. All they do is grade the cheese in accord- 
ance with the standards and issue a grading certificate. 

Mr. Fountain. Had you previously had some experience in which 
inspectors had accepted or rejected without authority / 

Was that the reason, Mr. Cooper ? 

Mr. Cooper. I think I am probably the cause of that provision. 
Inspectors may go out and look. An inspector has authority only to 
examine and to report conditions. They are not contracting officers. 
They cannot look at a matter and say “We will take this, nonetheless.” 
They just write their reports and findings. 
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It is a warning, in other words, to the manufacturer that he must 
not ask them or try to get from them anything other than a true, 
factual report, and that the power to waive or change conditions of 
the contract rests with the contracting officer. 

Mr. Fountain. Then I gather that no cheese was accepted or re- 
jected by the inspectors because they had no authority to do so? 

Mr. Coorrr. That is right. 

Mr. Founraty. What I was asking was: what prompted that pro- 

vision, had there been some experience in the Department in which 
inspectors had accepted or rejected, and the Department had had to 
assume responsibility for it? 

Mr. Coorrr. No. 

Mr. Founratn. Or, was that just considered an improvement of 
Da-112? 

Mr. Coorrr. It is a clause that we have been putting in many of 
our contracts. It is from our standard contract form PMA-100, if I 
recall rightly. 

So many people i in the Department are contacted with respect to 
the various items that we sometimes find it necessary to keep our lines 
of authorization clear, and that was the purpose of this. 

Mr. Founratn. Who actually makes the decision to accept or reject, 
Mr. Anderson, based upon the recordings made by the inspector ? 

Mr. Anperson. When a man makes his offer, he is required to sub- 
mit to our contracting officer a certificate supplied by the inspection 
and grading service. If that certificate does not indicate that the 
cheese meets grade A requirements and other requirements, it is re- 
jected by the contracting officer. 

Mr. Founrarn. Does he have to supply that under Da-112? 

Mr. Anperson. Oh, yes; he would have to submit it under all of 
them. 

Mr. Founrarn. Not until afterward, though ? 

Mr. Anperson. No. In this one we did say he could make his 
offer—with this wording, we entered into a conditional contract for 
sale—but before any payment would be made, the contracting officer 
would have to have an inspection and grading certificate indicating 
that the product was grade A or better. 

Mr. Founrain. Since you paid the manufacturer on the basis of 
a claim he submitted for 2.75 cents per pound on his cheese you had 
to rely pretty muc ° on his word; didn’t you ? 

Mr. Anperson. I do not quite see why, because the representative of 
the inspection and grading service physically examined that cheese. 
Ife saw to it that random samples were drawn. He plugged that 
cheese to get the internal quality. He test-weighed a Cheddar from 
rach vat. 

He had the certification of the offerer as to how much cheese there 
was. If he had any question about it, he had full authority to count 
the number of boxes, and he went through the complete routine that 
he usually would have gone through. 

To point out the only possibility that I ever thought of—and we 
thought of these possibilities, and think I was assured by the i inspec- 
tion and grading that could not happen—that since this did remain 
on the premises of the offerer, I raised the question as to whether it 
would be possible for them to change the markings on this cheese, and 
offer the same cheese over again after it had been inspected. 
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Now, I gathered that that is next to impossible, if not impossible. 

Mr. Ommopr. That is r ight; because the markings on each Cheddar 
is put on before paraffin, ‘and if you had removed the paraflin, you 
would really be in trouble with the cheese later. 

That is a physical impossibility. 

Mr. Anperson. That thought did occur to me while we were plan- 
ning this program. 

They did not see anything that could possibly happen. The thing 
I want to stress is that the cheese was paid for on the basis of the 
same weight examination, certification, laboratory examination that 
it would have been paid for had it been purchased under any other 
purchase announcement. 

Mr. Fountatn. Mr. Poland, general counsel of the Government 
Operations Committee, has a question I think he wishes to ask. 

Mr. Potanp. Do I understand, Mr. Anderson, that the only ex- 
ception to the general practice of a sale and repurchase would have 
been in respect to the small style cheeses ? 

Mr. Annerson. Well, I would say that was the major exception. 
T think, and it is my own personal opinion, that most of the other sales 
would have been made, and the cheese could have been bought back 
without the insurance of Da—112. 

But much of the cheese would have had to have been repackaged. 

Not much—some of the cheese—I know, would have had to be re- 
packaged. That is, of the larger styles. 

Mr. Potanp. This sheet here states that the sale of the small cheeses, 
the sale and repurchase of small cheeses, would not otherwise have 
taken place? 

Mr. Anperson. Yes, sir. 

Mr. Potanp. About roughly 13 million pounds? 

Mr. Anverson. I recall it was around 11 million, sir; I did not add 
them up. 

Mr. Potanp. About 13 million. 

Mr. Anderson. In that neighborhood. 

Mr. Potanp. These cheeses—are they premium cheeses when they 
are sold by the maker on the market ? 

Mr. Anperson. It costs more to make the smaller style. 

Mr. Potanp. And they sell for more; don’t they ? 

Mr. Anperson. Oh, yes. 

Mr. Potanp. You pay the same for them? 

Mr. Anperson. Yes, sir. 

Mr. Potanp. And how.much more do they sell for when they are 
sold? 

Mr. Anperson. Oh, at the plant it will run from 2 to 5 cents a pound, 
and then of course as they move on through the retail channels, the 
spread gets wider and wider because there is more of a tendency 
to age the small styles, and of course a cheese of the small style that was 
aged for 2 years would probably run 20 cents or more, even. 

Mr. Potanp. Then at 2.75 cents a pound, applying that to 13 million 
pounds, $355,000 was the minimum amount extra that they obtained 
by the revision permitting the sale of the smaller cheese; wasn’t it? 

Mr. Anperson. That they tried to obtain? 

Mr. Ponanp. Yes, sir. 

Mr. Anperson. I guess that is right. 
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Mr. Potanp. They got $355,000 extra because of this amendment, 
anyway ? 

Mr. Anprrson. I will have to add a little more to that. They 
gained some by the lack of the necessity of having to repackage. They 
saved some packaging costs. Now, insofar, of course, as this list of 
names that you have farm-owned and farm-controlled co-ops, that 
would have been passed back to the farmer. 

They are not all co-ops on that list. 

Mr. Pouanp. Well, I know that Borden has a million pounds, and 
909,000 of midgets. The A. & P. Tea Co., 538,000 pounds. Land 
O'Lakes, 507,000 pounds. The Tillamook Co. is the big one. Isn’t 
that a co-op? 

Mr. Anprrson. Tillamook Co. is a co-op. 

Mr. Potanp. Are there any other co-ops on here ? 

Mr. Anperson. Land O’Lakes, Land O’Lakes has Consolidated 
Dairy Products. 

The Mt. Angel Co-op, Clark County Dairymen’s Co-op; Tillamook 
County Creamery Association; Dairy Co-op; Challenge Cream & 
Butter Association; Jerome Co-op; Land O'Lakes. 

Mr. Potanp. Those are over against Swift and Cudahy and Armour 
and Kingan and some of the rest of them. All of them are listed; 
aren’t they ? 

Mr. Anperson. Would the chairman like a list of all of these com- 
panies, sold under this? 

Mr. Founratn. I believe we would, Mr. Anderson. 

Mr. Anperson. Let me make it clear that the small styles are already 
included. So, there is a duplication. The small styles are included 
in that. 

(The material referred to is as follows:) 


Cheese purchased by Commodity Credit Corporation in March 1954, and imme- 
diately contracted for sale back to the sellers in April 1954 under Da—112 


Name of company Quantity (pounds) 
en a i ceases san ttre enrcennses an geass ae et 29, 164, 860 
June Dairy Products Co., 228 Cole St., Jersey City, N. J-.-_-.-_-__ 30, 000 
Piss Foe Oe. ISGRON:, Bete oe Se eee 127, 613 
Milk House Chinese Com: DOING, Tic ie eh ttincictiimtbnctimin 99, 767 
Fremont Packaging Co., Inc., Weyauwega, Wis__..-......_-_____ 95, 520 
Jack Greenberg, Inc., 982 North Delaware Ave., Philadelphia, Pa__ 65, 338 
Fairmont Foods, Inc., 197 Scott St., Buffalo, N. Y........-_---.-- 42,814 
Kennedy & Oo., Camiprnae. Tem a 226, 092 
W.S. Pope & Sons, 7th and Wood Sts., Philadelphia, Pa_______-_-_-_ 1, 369, 796 
L. Daitch & Co., Inc., 3339 Park Ave., Bronx, N. Y_....-...--.._-- 130, 504 
Giant Food Shopping Center, Washington, D. C_:_----------__--~- 425, 129 
N. Dorman & Co., Inc., 73 Hudson St., New York, N. Y..---------- 44, 899 
McCadan Cheese Co., Inc., Ogdensburg, N. Y...--------__---_--_- 844, 126 
P. & C. Family Foods, Inc., 2100 Park St., Syracuse, N. Y_---------- 36, 952 
Ne ee 0S FI icin in tiacasieenii idee nathan inguin 480, 391 
BEE Oh CO CUO, BN ii cio escreerncnstion ea a Rat eta 531, 871 
Bildner Bros., 168 Shaw Ave., Irvington, N. J..-................. 87, 65 
Binean. Inc. FAee Ome, Ge ee cc Ls aiciaecncde 24, 000 
es ac ea ae, * CN TI hie ic ee eed inne 724, 681 
Hygrade Food Products Co., 177 Duane St., New York, N, Y_------- 145, 029 
Pauly Cheese Co., Green Bay, Pl at nantes ie esiasieeh te eile 2,106, 713 
Dairymen’'s League, 100 Park Ave., New York, N. Y_------------- 858, 421 
Unita Creamery Co., Salt Lake City, Utah................-...... 50, 890 
pepmiay Tpracaiiee Ces, Ce Ne ieee neers els nccennee eed 977, 517 
peere Beeos., ine., Begesien, Wi. ET ctchatd eka, il Aaa la ae 19, 632 


Stop & Shop, Inc., 388 D St., Boston 10, Mass.................--- 54, 765 
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Cheese purchased by Commodity Credit Corporation in March 1954, and imme- 
diately contracted for sale back to the sellers in April 1954 under Da—112— 


Continued 


Name of company 
Topeo Associations, Inc., Chicago, Tll_---------~- 
Fisher Cheese Co., Wapakoneta, Ohio... 1... ss.----e 
Mpeerm Dairy Coop., Sheboygan, Wis... nn ke 
H. A. Hovey Co., 35 North Market St., Boston, Mass____--_------~ 
Wilson & Co., Inc., 231 Walton St., Syracuse, N. Y_--------------- 
Borden Cheese Co., 350 Madison Ave., New York, N. ¥Y_----------- 
National Biscuit Co., 449 West 14th St., New York, N. Y--------~-- 
ma. vemoneern G& Bons, Piiladetmiia. Pe... nc cwccee 
Sehreiber Bros., Inc., Baltimore, Md@_..............._............. 
Outagamie Products Coop., Black Creek, Wis_....--------------~- 
yg ER a | | a ee. gerne eee ee 
BK. J. Soray, 163 North Pearl St., Green Bay, Wis_._.-_------.---~-- 
pe tgs Me i gp RS Ce reese 
H. P. Farmers Cooperative, Inc., Holland Patent, N. Y_----------- 
The Stouffer Co., 1875 Euclid Ave., Cleveland, Ohio_.._.-_--_-_------ 
H. C. Christians Co., 1825 West 15th St., Chicago, Il1]__._-._.____-- 
Charles M. Denissen, 305 East Walnut St., Green Bay, Wis_------- 
DeKalb Creameries, Inc., 99 Hudson St., New York, N. Y-------- 
Loblan, Inc., 692-742 Bailey Ave., Buffalo, N. Y_.---------------- 
Woody’s Cheese Co., 200 North Broadway, Green Bay, Wis_------- 
Oe ee i C0 Ca i iia se cietldcaannilnemend 
Hillman’s Inc., 28 West Washington St., Chicago, Ill_-----_---_--~ 
Bruder Dairy Products Co., Cleveland, Ohio 
American Stores, Inc., Philadelphia, Pa.._....................... 
Lily Lake Cheese Co., Inc., 347 Greenwich St., New York, N. Y_----- 
Fort Worth Poultry & Egg Co., Fort Worth, Tex....--_-.-___-__-- 
Cipaviera Cheese Oo... Inc, Clinton, Mo... 
F. H. Snow Canning Co., Inc., Portland, Maine.._............... 
Denyer Milk Producers, Inc., Denver, Colo............._........ 
Freee Ceaiers | Go: “Dever Cale 2 a ces 
Fred Wolferman, Inc., Kansas City, Mo 
Wilshire Cheese Co., Springfield, Mo.....................__.___. 
. 2. Soreness @ Oo Cortese, ee 
Land O’Lakes Creameries, Plymouth, Wis..............._...-.. 
Ce Re i ra ee 
Comin: Cimeae: Gow, : Mire. Wei isi aici csc soni ctseiaciinenicerenicecnsguion 
2atch Grove Creamery, Patch Grove, Wis a a at 
Great Atlantic & Pacific Tea Co., Green Bay, Wis_________________ 
Schmitt Bros. & Walther Co., Plattsville, Wis__.....____________ 
Piyvmontn Caceres Corp, Green Bay, Wit... 62.22.2655... 
Po mS 5 Ee a ee ae ee 
Clover Cream Dairy Products Co., Marshfield, Wis_____--- 
Sheboygan Falls Creamery Co., Sheboygan Falls, Wis____- 
Blue Mounds Cheese Mart, Mount Horeb, Wis______--__-_--~- 
Community Creamery, Missoula, Mont................-...._._--- 
Northern Wisconsin Products Co., Manitowoc, Wis_______-_______ 
Bongards Co-op Creamery Association, Bongards, Minn 
Rib Lake Cheese Co., Medford, Wis__.___---__-___ 
Harp & Kettle Cheese House, Madison, Wis___-_-------____--___- 
Consolidated Badger Cooperative, Shawano, Wis____-------__-__--~- 
Superior Cheese Co., Green Bay, Wis_____-_- 
Dairyland Cooperative Association, Juneau, Wis_- 
Dairy Belt Cheese & Butter Co., Spencer, Wis__- 
Golden Rod Creamery Co., Chicago, Tll________ 
Eee SeGOn Poo Fit. EmOne: Wile oo ee 
Lake to Lake Dairy Cooperative, Kiel, Wis__.___.___--_____________ 
Calumet Cheese Co., Hilbert, Wis._.._....____-_-- 
Pleasant View Cheese Factory, Appleton, Wis_____- 
Whiting’s Natural Cheese, Inc., Gillett, Wis 
S. M. Flickinger Co., Buffalo, N. Y- 
H. J. Heinz Co., Pittsburgh, Pa 
Triangle Cheese Co., Monroe, Wis__ 


Quantity (pounda) 


433, 927 
27, 270 

62, 5038 

22 158 
173, 533 
753, 953 

4, 523, 722 
513, 425 
117, 648 
57, 389 

47, 888 

65, 267 

11, 189, 248 
29, 000 

58, 337 
165, 657 
36, 860 

35, 495 
200, 022 
26, 577 

28, 057 

38, 977 

23, 066 
116, 454 
29, 446 

36, 149 
294, 140 
57, 683 

70, 215 

55, 202 

38, 990 
333, 762 

1, 256, 586 
1, 035, 436 
5, 275, 115 
1, 052, 003 
26, TSO 

3, 467, 307 
110, 227 
359, 267 
25, 337 
100, 000 
37, 000 

24, 696 

56, 378 
141, 719 
5, 900 
8.511 
29, 312 
63, T50 
, 9O1 
5, 000 
, 420 
20), OCO 


"oo 
« aD 


, 040 
, 638 
57, 364 
56, 9SO 

33, S826 
9038, 211 


22, 265 
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Cheese purchased by Commodity Credit Corporation in March 1954, and imme- 
diately contracted for sale back to the sellers in April 1954 under Da—112— 
Continued 








Name of company Quantity (pounds) 
Arvtios? A. Bite: RIOR) Wi nisticitmiminitnaddemcinaimbnataniae 30, 932 
Gasen Chenee Ge. Fart Wnt: FAG ccntccciceindnceeeniinsui ck 117, 177 
Gaited Biscuit Oo. Meirete PORK; Tbscccskdcn kn kwennavee ce 439, 154 
Bieon's Chaps. Dientanee: Ween bs ion bo hee bbe. 33, 540 
Challenge Cream & Butter Association, 2650 18th St., San Francisco, 

cain a he aarp ke La eed ea ral hails breton a 918, 586 
june Coope rative Association, 1813 Southeast 12th Ave., Portland, 

I gg a a ele 427, 809 
Tillamook C ounty Creamery Association, Tillamook, RO oodduemed 4, 534, 485 
Clark County Dairymen’s Cooperative, Battle Ground, Wash__---- 140, 957 
i. Es. SOR PORRENINS, “ROO eio ctecceenek ceases 229, 559 
Mount Angel Cooperative re umery, Mount Angel, Oreg___--_-_--__ 81, 632 
Asien Wastes: Pactereet: CONE ic csicccsstehd oo Sadutedaweteesinx 65, 161 
Nelson Ricks Creamery Co., 314 West Third South St., Salt Lake 

A NR a ai aa a ee a ed Sen S| 475, 617 
Golden State Co., Ltd., 425 Battery St., San Francisco, Calif__.._-~- 479, 412 
Whatcom County Dairyman’s Association, Bellingham, Wash__--- 310, 832 
Prairie Kist Foods, 356 East Second St., Los Angeles, Calif....._- 111, 509 
Reedsport Creamery and Cheese Factory, Reedsport, Oreg____---- 24. 250 
Brooklawn Creamery Co., 262 South First West, Salt Lake City, 

NN nsec sa oS rats lal Seatac ati ati et caleamcint tai ca caesar soe 251, 394 
Consolidated Dairy Products Co., 685 Elliott Ave., West, Seattle, 

Wash —... < sale cit reat a ta Ss a a hh Sasha 572, 504 
Vans Grocery Co., 5500 West ‘Je fferson, Los Angeles, Calif._.___--- 62, 974 
Monterey Cheese Cc o., 244 Jackson St., San Francisco, Calif--___--- 36, 3038 

Total..... Soo titi eieid a datias Sut Abbe 86, 639, 277 


Mr. Founrarn. Mr. Naehion? 

Mr. Navenron. Mr. Anderson, as soon as this cheese had been 
graded, assuming that it was after April 1, the title passed from the 
manufacturer to the Commodity Credit Corporation, and then immedi- 
ately back to the manufacturer ? 

Mr. ANprErson. Yes, sir. 

Mr. Navenron. After the title passed back to the manufacturer, 
he was free to sell his cheese, or to move it, was he not, since it was 
his cheese again ? 

Mr. Anprerson. Yes. 

Mr. Naveuton. And he submitted his claim for 2.75 cents a pound 
on this cheese at a later date; did he not, so that when you received 
that claim, if you thought it was too high, and that the manufacturer 
had some extra cheese in there, there was really no way you could go 
back to check the cheese itself ? 

Mr. ANperson. Well, no. After we sell our cheese, any time we 
sell ¢ — we have no way to go back and check it. 

Mr. Naveuton. So that at the time these claims were submitted, 
there was really no way to recheck the cheese if you thought a claim 
was out of line, or there had been a mistake ? 

Mr. Anprerson. The only way we ever had to check the cheese was 
the grading certificate of the inspection grading service. 

Mr. Naveuron. Normally, when you buy cheese under Da-100, 
that cheese is delivered to the USDA; is it not? 

Mr. Anperson. Surely, but it goes into private warehouses. 

Mr. Naveutron. You can go back and check it later? 

Mr. ANprrson. We could; yes. 





ao ait Rae tC 


alow 


oleh, “reise ION 


ct al Mabie 1 al 





PURCHASE RESALE TRANSACTIONS OF CCC Jo 


Mr. Naveuron. Because you have the cheese ? 

Mr. ANpDeERSON. Sure; we had that—— 

Mr. Naveuton. In this instance, you had the cheese for 30 seconds, 
or whatever time it was, and after that it could be sold, and there 
would be no way to check it ? 

Mr. Anperson. We had the cheese for a sufficient time for the in- 
spection and grading service to make all the standard tests as to 
quality and weight. 

Mr. Naventon. But they have to make all of those in 1 day? 

Mr. ANDERSON. They have all the time they consider necessary to 
make them. 

Mr. Navucuton. I understand what you mean. 

Mr. Anpverson. You see, if they had any doubt about it, they can 
send a second inspector, or a third inspector. That is, they have all 
the time they want to do it. 

Mr. Navucuron. But once the grade certificate is issued, the manu- 
facturer then is free to sell the cheese, so you could not go back to re- 
check it later when he files his claim ? 

Mr. ANpbeRsoNn. That is correct. 

Mr. Naveuton. How much does the CCC pay; do you know, when 
you issue bids for someone to repackage your cheese ? 

Mr. Anperson. Well, we let contracts for around 60 million pounds 
the other day for reprocessing into 5-pound loaves for domestic utiliza- 
tion, and bids, as I remember, ranged from 2.5 cents to, I think, it was 
2.59 cents. That was the highest we accepted, except for some eastern 
processing with that, where the cost seemed to run a little higher. 
But, we have some cheese located in the East, and it was cheaper to pay 
the higher cost of processing in the East than it was to ship the cheese 
back to the Midwest, and have it processed, and again ship it to our 
eastern schools. 

The highest on that, that I recall, was 3.25. 

Mr. Naveuron. So that in some instances it actually cost a great 
deal more than 2.75 cents to repackage cheese ? 

Mr. Ricuarps. That is reprocessing. 

Mr. Anperson. You mean to repackage for this? 

Mr. Naveuton. Yes. 

Mr. Anpverson. We do not repackage. I thought you said reprocess. 
Tam sorry. 

For repackaging we ask the railroads. When they crack a box on 
us, we ask them to have the recoopering done. What your actual cost 
of recoopering is, I will have to get for you. ‘ 

I beg your pardon; I thought you asked for a reprocessing for school 
lunches, and other purposes. | 

Mr. Naveton. The reason I ask the question, I have a press release 
from the Department of Agriculture of April 13, 1955, which mentions 
contracts for processing and repackaging. 

Mr. ANperson. Yes. 

_ Mr. Naveuron. Excuse me; I hadn’t noticed that processing was 
included. 

_ Mr. Anperson. That is the one I thought you were asking about. 
Chat is where the cheese is pasteurized, ground, fat may have to be 
added, and it is put in 5-pound loaves for distribution for school-lunch 
programs. 
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Mr. Naventon. Now, the total purchases under the resale program 
were between 85 and 90 million pounds; is that correct ¢ 

Mr. ANDERSON. 86.6. 

Mr. Navueuton. You paid the manufacturers who sold you this 
cheese 2.75 cents a pound for all of their cheese ? 

Mr. Anperson. Yes, sir. 

Mr. Naveuton. So that the total amount that the Commodity Credit 
issued in checks to manufacturers under this program would be about 
$2.5 million. Would that be correct ? 

Mr. Bercer. That is very close to it. 

Mr. Anperson. I cannot multiply that fast. I assume you are 
correct, sir. 

Mr. Bercer. $2.25 million. 

Mr. Fountain. What is the pleasure of the committee ? 

I think we can finish shortly after lunch, perhaps within another 
hour and a half. 

‘The committee will stand recessed until 2 o’clock. 

(Whereupon, at 12: 35 p. m., the hearing in the above-entitled matter 
was ania until 2 o’clock of the same day.) 


AFTERNOON SESSION 


Mr. Founratn. The subcommittee will come to order. 

Mr. Anderson, I notice that announcement Da-112 also provided 
that cheese would be eligible for sale to the Commodity Credit Corpo- 
ration under the repurchase program in packages ordinarily not 
acceptable to Commodity Credit Corporation if it was so packaged 
that it was feasible to repackage it according to specifications. 

| wonder if you would tell us what that means? 


FURTHER TESTIMONY OF DON S. ANDERSON, DIRECTOR, LIVESTOCK 
AND DAIRY DIVISION, COMMODITY STABILIZATION SERVICE; 
ACCOMPANIED BY TRUE D. MORSE, ACTING SECRETARY OF AGRI- 
CULTURE; EDWARD SHULMAN, DEPUTY GENERAL COUNSEL; 
GEORGE E. COOPER, CHIEF, COMMODITY CREDIT DIVISION, 
OFFICE OF THE GENERAL COUNSEL; AND WALTER C. BERGER, 
VICE PRESIDENT, COMMODITY CREDIT CORPORATION, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. Anperson. That wording arose out of this circumstance that I 
discussed this morning, that it appeared to us that there were quan- 
tities of cheese that these people would offer to the Commodity Credit 
Corporation, even if they had to repackage it. 

We were trying to prevent, insofar as possible, the sale to Com- 
modity Credit Corporation of cheese that would not normally be sold 
to Commodity Credit Corporation, so we said if the cheese was in 
some shape or form that could not be put into one of the packages, 
and an acceptable package, we would not accept it. 

Mr. Fountarn. Did you turn down any cheese because it was not 
feasible to repackage it 

Mr. Anprerson. I would not know of any. 

Mr. Coorrr. I do not know of any. 
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Mr. Founrarn. I also notice that on March 25 you abandoned the 
feasible clause and announced that you would buy and resell cheese 
in any kind of commercial package. Is that true? 

Mr. Anperson. That is what it seems to say. I will have to admit, 
Mr. Chairman, I have forgotten what we did in that, unless it was 
because there was no package in the Commodity Credit Corporation 
specifications for small sty les. 

That may have been the reason. 

I would have to go back and see if I can find out. 

Mr. Founrarn. Was this a gradual relaxation of the requirements 
designed to make it more desir able for the cheese manufacturers to sell 
the Government ? 

Mr. Anperson. No, sir. It was based, first, on the fact that under 
the announcement we had to accept any cheese offered that met our 
specifications, and under our practice that cheese was available for 
resale to the industry. 

Mr. Fountain. Do you take the position that you had to accept 
the cheese, whether or not you knew as a matter of fact the farmer 
had actually gotten parity for it! 

Mr. Anperson. Oh, yes; yes, sir. 

Mr. Founrain. I wonder if you can give us the approximate cost 
of repackaging cheese to meet ¢ ‘ommodity Credit specifications ? 

Mr. Anverson. No; I would have to get that information for you, 
sir. 

Mr. Fountain. Will you get that for us? 

I noticed that there are some 14 or 15 pages of specifications. 

Mr. Anperson. Yes, sir. 

(The information to be furnished is as follows :) 

Information obtained from manufacturers of boxes and cheese indicates that 
the average delivered price of cheese boxes approximates two-thirds of a cent 4 
pound and that the total cost of repackaging, including cost of boxes, would not 
exceed 14% cents per pound. 

Mr. Founrarn. Do you think that the Government would have been 
asked to buy a lot of this cheese if the manufacturer had to repackage 
it? 

Mr. Anperson. Yes, sir. I say I think that—I have to admit that 
I do not know. 

Mr. Founratn. Why do you think so? 

Mr. Anverson. The 4.75 cents a pound. 

Mr. Fountarn. You do not think the repackaging cost would have 
been large enough to prompt them to hold the cheese ! 

Mr. Anperson. I think it would not have been. 

Mr. Founratn. I want to ask you this: if these manufacturers did 
not pack their cheese in boxes eligible for sale to the Commodity 
Credit Corporation, do you not think the reason was because they 
never expected to sell the cheese to the ¢ cosminbdtiey Credit Corpora- 
tion? 

Mr. Anperson. Why, certainly. When they packaged it, they did 
not anticipate the 4.75 “drop i in price 

Mr. Fountain. And if they never r expected to sell it under the sup- 
port program, then the support price was not a factor in setting the 
price they paid for the milk from which the cheese was produced ; 
was it? 
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Mr. Anperson. Yes, it was. Now we get back to the complaint, 
for example, of these people who pack: aged small styles or who had 
made Italian cheese, or some other cheese, or the evaporated-milk 
people. The law says you shall support the price of milk and butter- 
fat sold by the farmers. You shall do that by the purchases of prod- 
ucts of milk and butterfat. 

We have thought and in the main have succeeded in supporting the 
price of all milk by the purchase of these three products. 

The farmer, if he does not get the price from Italian cheese, will sell 
to a butter-powder plant, or to a cheddar plant, or the swiss cheese 
plant may shift over to the production of cheddar cheese. 

The price of cheese is not uniform all over the country, but the 
price of cheese in practically all areas is affected by the fact that the 
Government stands ready to purchase these products. 

As I explained this morning, the reason we picked these products, 
cheddar cheese, butter, and powder is that they are relatively widely 
produced. Most farmers have access to a plant, and can shift to it. 

If that is not right, of course, our entire theory upon which we are 
attempting to carry out the intent of Congress is not correct. I think 
it is. 

I think by offering to buy these products, we do put enough competi- 
tion into the buy ing of milk to bring the price up to the level. 

I say we did that all except 1 year. That was the year in which we 
hit 84 percent of parity, rather than 90 percent. 

We had another experience later than that. I will have to look up 
the exact page. In that, again, our original calculations were off, and 
we were running slightly under 75 percent of parity. In that case, we 
were not only failing to comply with the Department’s announcement, 
but we were failing to comply with the law which set the minimum. 
Because of that, we had to raise, after the first of the marketing year, 
the price of powder and cheese. 

As I remember, we raised each 1 cent a pound. Mr. Blum says that 
announcement was issued on July 12, 1954. That did kick the price 
of manufacturing milk up. 

I think you can get that money from the evaporated milk plants and 
the Italian cheese plants. The price they have to pay for milk is 
affected by what we pay for butter-powder, and Cheddar cheese. 

Mr. Fountain. Getting back to these small sizes, or small styles— 
I believe that is the proper r terminology 

Mr. Anperson. Yes, sir. 

Mr. Founrarn. Just how did the farmer get any benefit out of those 
purchases ¢ 

Mr. Anperson. The benefit was direct. Those purchases were made 
from cooperatives. Insofar as that put more money into the treasury 
of the cooperative, the cooperative had to distribute it back to the 
farmers. 

The connection was direct there. 

In the case of the private people, the connection was not nearly so 
direct. 

Mr. Founvarn. Is there any direct benefit to the farmer from these 
purchases of small styles from commercial firms ? 

Mr. Anprerson. Well, for that short purchase, it might be hard to 
demonstrate, in the absence of the cooperative, that the connection was 
direct. 
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Mr. Founrain. What percentage of the sales were made by coopera- 
tives? 

Mr. Anverson. I would have to add these up and give it to you, sir. 

Something like over 50 percent. I have not made that calculation. 

Mr. Fountarn. I know you have already previously commented on 
it generally, but I want to ask you again: How do you know the 
farmer got any benefit our of these purchase-resale agreements ? 

Mr. Anperson. Well, I think, so far as the farmer is concerned, the 
main benefit came from our modification of the inspection required so 
that cheese produced all through March could be offered there to the 
Government, and we maintained the competitive situation. 

The other modifications were made, not so much that we thought 
the farmer was going to get more from it, but as we understand the 
law, and the Department’s announcement, we had no choice but to 
purchase the cheese. 

Mr. Fountain. Regardless of whether the farmer got any benefits 
or not? 

Mr. Anverson. Yes, sir; that is right. 

Mr. Founratn. That is your understanding of it? 

Mr. Anperson. We are sure, or I think I am sure that much of this 
passes back to the farmer over the period. In this particular period, 
whether by squeezing the processer hard, by fore ing iia to repackage, 
I do not know that we could have affected what the farmer got. We 
had to buy it. We certainly wanted to resell it at a 2-cent markup 
if it would move in the market, rather than to incur the additional cost 
of another 21% cents to process it for the school lunches. 

So, as I say, a part of the savings, I think, we will agree, was the 
saving in packaging cost that we permitted, by not requiring repack- 
aging, probably accrued in good measure to the fellow w ho offered 
it to us. 

Mr. Fountarn. On this paper transaction which resulted in about 
$2 million being paid to processors or manufacturers, do you have 
any way of knowing that the farmers got the benefit of any of that 
money ¢ 

Mr. Anperson. In that—only insofar as 

Mr. Fountain. As you have just described ? 

Mr. Anverson. If we had not purchased it, as I mentioned this 
morning, there are a number of things, perhaps, we could have done. 
We could have made it more difficult for cheese to be offered to the 
Government—the evidence we have is that the price would have gone 
down faster in the last half of March. 

It did go down some, anyway, because the table shows that. That 
is, the buyer of milk for cheese began in March to adjust his prices 
to the support level that would become effective April 1. He adjusted 
we think rather rapidly before we made this announcement with 
respect to the modification of the grading requirements, that is, before 
he knew that he would sell the cheese ‘produced in the last half of 
March. He could not have sold it to Commodity Credit Corporation 
if we had not modified these inspection requirements. 

Had he known that he was going to take 4.75 cents less for that 
cheese, he would have passed that decline back to the farmer in March. 

Mr. Founrtary. Is it not your understanding that this entire pro- 
gram of parity price supports on both basic and non-basic commodities 
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was to give to the farmers as nearly as possible a fair price in relation 
to things they had to buy? 

Mr. Anperson. At the present time I think that is clear. It states 
that very clearly in the conference report. 

Mr. Fountain. That is actually the policy of Congress? 

Mr. Anperson. Surely. And the policy of the Department. It 
states very clearly in the conference report that it is to provide that. 
Let us read the exact words—the benefit of price apne rograms 
authorized in this bill shall go to the producers of milk and butterfat. 

Mr. Fountain. In spite of the fact that you had no way of knowing 
that the farmer was going to get benefit, you felt thet under the law 
you had to purchase all cheese offered ? 

Mr. ANperson. Yes, sir. 

Mr. Hotrzman. Then I take it that your understanding of the law— 
let us see if we can pinpoint this—is that regardless of whether the 
farmer gets any benefit or not, it is your obligation to buy whatever 
cheese is offered ; is that so, sir? 

Mr. Anperson. Well, I cannot understand how the purchase of 
cheese by Commodity Credit Corporation would fail to benefit the 
farmer. 

Mr. Hotrzman. But you have not been able to tell us how it did 
benefit the farmer. You have not been able to pinpoint that. See 
if we can get what you feel the law wants us to understand: namely, 
that without regard to the farmer, is it your obligation under the law 
to buy all of the cheese that is offered to you? 

Mr. Anperson. I will just try to answer that. The law says that 
we shall support the price of butterfat and milk sold by the farmer. 
It says that we shall do that by 1 or 2 methods: loans or on purchases 
of dairy products—of the products of milk and butterfat. It says 
that we shall do this on an annual basis. I think that is correct. 

Mr. Hotrzman. I am not being critical. 

Mr. Anperson. I understand. 

Mr. Hourzman. I am trying to find out what your understanding 
of the law is. 

Mr. Anperson. I realize that. 

Mr. Hourzman. Is it your understanding of the law that you must 
buy, whether you can see or not see a benefit to the farmer ? 

Mr. Anverson. Once we have announced that we are going to carry 
out this program by an offer to buy, and we make that for a period 
from April 1 of one year to March 31 of the next year—when we have 
said as we say in these announcements, that we stand ready to buy all 
of the products that meets certain specifications, within that period, 
it is my understanding that we are obligated, having announced that. 

Mr. Hourzman. Are you obligated to make such an announcement 
under the law ? 

Mr. Anperson. I think so. 

Mr. Hotrzman. You are not certain about that ? 

Mr. Anperson. I am sure, because the law says the Secretary is 
authorized, and directed, to support the price of milk and butterfat. 
There are certain products in which there is a discretionary choice with 
the Secretary. 

Mr. Hoirzman. So that you can say now, can you not, on the basis 
of what you just told us, that regardless of whether you can foresee 
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a benefit to the farmer or not, you must offer, and you must accept; 
is that not so? 

Mr. ANperson. Yes, sir. 

Mr. Hotrzman. I think that we should look into the law a little 
more carefully, if that is a correct and accurate interpretation of 
the law. 

Mr. Anverson. I have not said that I think the benefits do not go 
back to the farmer. 

Mr. Hottzman. I am aware of that. 

Mr. Anperson. I am sure that they do. 

Mr. Hottzman. I understand your position. 

Mr. Anperson. We will be glad to help you in any way we can to 
examine the law and our interpretation of it. 

Mr. Fountain. Do you not think, also, that it is a policy of Con- 
gress that the Secretary of Agriculture will take such steps as he 
considers necessary to the end that the farmers do get some benefit ? 

Mr. Anverson. Yes, sir, and we take such steps. 

Mr. Fountain. That is the intent of Congress? 

Mr. Anperson. That is the intent of the Congress. 

Mr. Fountain. And yet with respect to these particular repurchase 
ee we have no way of knowing whether the farmers got any 

nefit . 

Mr. Anpverson. We will not right at the end of the program but 
we do take certain steps in which we try to assure that for example 
on of the big decisions you make and it does not bear directly on this 
problem, Mr. Chairman, is where do you buy? In 1949 we had a great 
argument that the only place we should bay was in the Terminal 
Market. We said, “No, what chance do we have that it will get 
back to the farmer?” So we tried to make it possible for any 
creamery to sell to us. That was one of the attempts to do this. 

Some eee say that we should go back farther, that we should 
buy in less than carlots to make it even easier. 

Well, now, I think that we could have a greater assurance of benefit 
to the farmer if we bought in smaller lots, but then we come to this 
problem of how much should we go. I admit that I am departing 
from the intent of it, but I do want to emphasize that the Department 
is aware of this, and we do take what steps we can. 

We are somewhat different in dairy products, in that we are dealing 
with a product that the farmer does not produce. It is a bigger 
problem than if it was wheat where we oul deal directly with the 
farmer, but the law does not permit us, and practice would not permit 
us to buy milk directly from the farmer. 

Mr. Reuss. The law does not permit it ? 

Mr. Anperson. The act of 1954 does permit it. The act of 1954 
does permit us to go out and buy milk. The act of 1949 did not. 
That was in order that we could use milk for the Armed Forces, for 
the school-lunch programs, etc. 

In practice, it strikes so many people, I think, that it would be 
undesirable for the Government to set up processing plants and to go 
into the processing business, as we would have to do. 

Recognizing in this method, there is some possibility of slipping 
between where we buy and the farmer. 

Mr. Krurcer. I have no experience with milk, or butter or cheese, 
but I am a North Dakota grain farmer. As soon as the Commodity 
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Credit Corporation sets the price of wheat at 90 percent, or whatever 
it may be and says, “We are paying $2.21 a Sokal for wheat delivered 
to the local elevator.” Immediately it has an effect upon the market 
and the private purchasers are following pretty closely with that price. 

Would it not reflect the same way with cheese and butter ? 

Mr. Anperson. Immediately we announce a purchase price unless 
the market is above that, it tends to be reflected in the price of milk, 
but, sir, I think that I will have to agree that that is not quite as 
direct as in the case of wheat. 

Mr. Krurcer. I agree. 

Mr. Anperson. Because the farmer can deal directly with the Com- 
modity Credit Corporation. 

This is a problem, sir, that we have been struggling with for years. 
The Congress recognized it in the discussion of the Agricultural Act 
of 1954. 

Mr. Kruercer. It has an immediate effect upon the market. That 
is the point that I want to bring out. 

Mr. Anperson. Yes. The aaa in the market price will have some 
effect upon the price these people have to pay for it. 

The Cuarrman. Right at this point let the record show that at the 
beginning of the afternoon session of this committee Congressman 
Reuss, Congressman Krueger, Congressman Holtzman, and the chair- 
man were present. 

We will declare a 15-minute recess so that all of us can answer a 
quorum call. 

( Recess. ) 

Mr. Fountarn. The committee will come to order. 

Mr. Anderson, what was the average wholesale price of a 10-pound 
style of American cheese on March 31, 19544 

Mr. Anperson. I would have to get that for you. 

Mr. Founrary. Will you get that for us for the record? It was 
more than 37 cents, was it not ? 

Mr. Anperson. I wouldthinkso. Yes, sir. 

Mr. Fountain. Do you have any way of knowing approximately 
how much more ? 

Mr. Anperson. No; I do not. The only way I could do would be 
to check with our marketing people and see if we do have quotation 
on it, but I can get it for you in the morning. I could try by telephone 
now, but I do not know whether or not I could get it. 

(The material referred to is as follows :) 

Prices of small styles of Cheddar cheese f. 0. b. Wisconsin assembling plants, 
published in the Daily Market Report, issued by the Federal-State Market News 


Service, Madison, Wis., averaged as follows in January, February, and March 
1954: 


{Cents per pound] 
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Mr. Fountain. Do any of the other gentlemen know? 

Mr. Buum. It would be above. 

Mr. Fountain. The average wholesale price of a ten-pound style. 

Mr. Anpverson. It would be higher. 

Mr. Fountain. Since these small styles were worth more than 
Commodity Credit Corporation was paying for the large styles do you 
not feel that if the manufacturers had not known that they would 
never have to part with the cheese, that they would have sold it to the 
Commodity Credit Corporation ? 

Mr. Anperson. Probably, it was part of the small styles that they 
would not have sold to us, if they had not known, I think there is no 
question about that, sir. 

Mr. Fountarn. I have some questions concerning the quantity 
purchased. On April 8, 1954, the Department issued a summary of 
dairy support purchases and uses. In March it was stated that the 
purchases of Cheddar cheese amounted to 188.7 million pounds, of 
which 92.2 million pounds were under repurchase agreements. Are 
those figures correct 4 

Mr. Anperson. No. You see that was operated under—they were 
correct at the time they were issued, at least I hope so. 

Mr. Fountatn. Since that time? 

Mr. Anperson. Since that time some of the product did not meet 
grade, and for other reasons a part of it was canceled so that the 
million pounds has been reduced to 86.6. It would be my guess al- 
though again I would have to check into it, but a large part of that 
was due to failure to meet grade or for other reasons, that made it 
impossible to sell to the Commodity Credit Corporation. 

Mr. Fountarn. That is a discrepancy of approximately 7 million 
pounds which could have been brought about because of one or more 
of the facts which you mention ? 

Mr. Anperson. Yes, sir. 

Mr. Fountaty. I believe it has also been stated—in fact, I think you 
covered it in your prepared statement—that one of the primary ‘ob- 
jects of the purchase-resale program was to help maintain prices paid 
to the farmer during March. We have a few questions about that. 

How much of the 180 million pounds of cheese purchased by the 
Commodity Credit Corporation in March was actually produced in 
March ? 

Mr. Anperson. We would have to go back and check. Do you 
remember what cheese production in March was? 

Mr. Bium. No, I do not. 

Mr. Ommopr. Approximately 180 million or more, I would say. 

Mr. ANperson. I would say probably all of the Cheddar cheese 

sroduced in March was sold to the Commodity Credit Corporation. 
| would guess that would be 100 million pounds, that would mean 
about 80 million had been produced prior to March. That is a very 
rough estimate that I could refine if you wanted it done. 

Mr. Fountratn. There again, it would be rather difficult to know 
whether or not these transactions were helping to maintain the price 
to the farmers for milk produced, except for the cheese which you 
know was produced in the month of March. 

Mr. Anperson. That is correct, but I think, sir, we could consider 
in this problem—and I and the Department recognize, as you recog- 
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nize, it is a difficult problem of showing as much of this getting back 
to the farmer is the influence shown by the confidence that the buyers 
from these cheese factories, and the buyers from the farmers have in 
the price-support program. Once having announced that we would 
purchase for a period, if that announcement was not carried out, of 
course, it would shake confidence. 

In the early part of the program, that is back in 1949, there was an 
attempt to shake confidence in the program, and was used as a method 
of saying to the buyers “you should sell our milk a little cheaper.” 
I think one of the elements in being sure that as much as possible can 
be passed back is the establishment of confidence that the program 
will be carried out. 

I will admit, Mr. Chairman, I have not measurable statistics, or, 
at least, I do not know how to measure them, statistically. 

Mr. Fountain. I have some notes here, indicating that the United 
States Department of Agriculture statistics show production of 91 
million pounds of all American cheese, including a number of varieties 
in addition to Cheddar, during the month of March 1954. 

Mr. Anperson. My estimate of 100 million was high, then. 

Mr. Fountain. So that you actually bought twice as much cheese 
during March as was produced ? 

Mr. Anverson. That would be right. 

Mr. Fountain. Which means that the remainder of the cheese which 
was not produced in March had been on hand prior to March? 

Mr. Anverson. And, of course, the milk that went into that cheese 
was purchased from the farmers. Of course, on the assumption that 
if the market did not go above the supports, this outlet to the Com- 
modity Credit Corporation was avaitaile. I would think that would 
have some influence upon what the price of milk was. 

According to cheese that was purchased prior to March, they paid 
more for it than they did during March. 

Mr. Fountarn. Do you have any idea where it all came from? 

Mr. Anverson. Where all what came from ? 

Mr. Fountain. The cheese, 

Mr. ANperson. Why, you mean the additional ? 

Mr. Fountain. Yes. 

Mr. Anperson. It was in storage—well, we know that it was in 
storage in the hands of the people on that list who sold it to us. It 
was in their private storage. They had bought it earlier in anticipa- 
tion of selling it to the Commodity Credit Corporation or of selling 
it to the market. That would lead us, I think, to the conclusion that 
the fact that a market was available caused the competitive price for 
milk to be higher than it otherwise would. 

Mr. Fountaty. Mr. Naughton, do you not have some figures with 
respect to the production, consumption, and purchases during the 
period January 1 to March 31? 

Mr. Navenron. Yes. I have some figures for production and pur- 
chase of cheese for the first 3 months of 1954 which frankly have 
left me somewhat confused as to where all of the cheese that CCC was 
buying came from. 

A publication of the Agricultural Marketing Service of the Depart- 
ment of Agriculture entitled, “Milk Production on Farms and Statis- 
tics of Dairy Plant Products, 1954,” states that the total production 
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of all types of American cheese is as follows: January 1954, 74 million 

pounds; February 1954, 75 million pounds; March 1954, 91.5 million 
ounds. 

5 According to the AMS therefore, a total of 240.5 million pounds 

of American cheese was produced during the first 3 months of 1954. 

Am I right, Mr. Anderson, in saying that the classification Ameri- 
can cheese includes a number of varieties of cheese which are not 
Cheddar type? 

Mr. Anperson. I think it includes Colby and washed curd. That 
should indicate that. Does not the table indicate that ? 

Mr. Naveuton. Yes. The table includes Cheddar, Colby, washed 
curd, Jack, Monterrey, and grandular cheese. All of these types 
except Cheddar are not eligible for price support ? 

Mr. Anperson. That is right. 

Mr. Navucuton. So that in this 240.5 million pounds that was pro- 
duced, some portion was not eligible for price support ? 

Mr. Anperson. That is right. 

Mr. Naventon. Would you have an estimate as to what that might 
be, 10 percent ? 

Mr. Anperson. I would think that is probably high, but I am not 
sure. 

Mr. Naveuton. Perhaps, around 220 million pounds total then was 
eligible. 

Mr. ANnperson. Yes. 

Mr. Navonton. So we know that the total production of all types 
of American cheese, according to the Agriculture Department statistics 
pe somewhat less than 240.5 million pounds for the first 3 months 
of 1954. 

The Agriculture Department statistics for the Commodity Credit 
Corporation purchases of cheese during the first 3 months of 1954 
are as follows: January, 22.6 million pounds; February, 33.2 million 
pounds; March, 181.6 million pounds. 

I get a total of 237.4 million pounds of cheese which was purchased 
by the Commodity Credit Corporation during the first 3 months of 
1954. 

In addition to the amount that was purchased by Commodity Credit 
Corporation we were consuming in this country quite a considerable 
amount of cheese during this period of time; were we not? 

Mr. Anperson. As I recall, we were consuming quite a bit—that is 
right, Mr. Naughton. 165 million people times around 7 pounds per 
person. Of course, that is all cheese, of course. 

Mr. Ommopt. Yes. 

Mr. NavucurTon. I have some figures from the Department which 
I obtained over the telephone indicating that the consumption of 
American cheese was probably about 65 million pounds a month. 
Would that sound reasonable to you? Of course, that still includes 
a small portion of these other types of cheese w hich are not Cheddar 
and, therefore, not eligible for support. So, we have possibly 195 
million pounds of cheese being consumed in the first 3 months of 1954. 
Adding these 195 million pounds which was consumed to the 237.4 mil- 
lion pounds which Commodity Credit Corporation bought, I come out 
with a figure of 432.4 million pounds of cheese. 

And the total production of cheese which we have arrived at before 
is 240.5 million pounds of cheese. Which leaves a difference, as I make 
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it, of about 192 million pounds of cheese. Some of that, of course, 
must have come from warehouse stocks, I presume. 

Mr. ANnperson. Yes, sir. 

Mr. Naucuron. However, I have some figures from the cold-storage 
report indicating that on December 31, 1958, the total stocks of cheese 
in the United States of American cheese were 397.8 million pounds. 
The Government holdings of cheese at that time were estimated at. 
224.1 million pounds. I would assume that the difference between 
the total cold-storage stocks and the total Government holdings in 
cold storage would be the private inventory or commercial holdin 
is that correct ¢ 

Mr. Anperson. Not exactly, Mr. Naughton. ‘That is a statistical 
problem that we have. The cold-storage report comes from reports 
from warehouses. And this changing title, getting the data back to 
the warehouse, they do not always jibe. U nfortunately, sometimes, 
there has been a revision of as much as 18 percent in those cold storage 
warehouse figures on Government-owned stocks. 

Those only include stocks of cheese reported by cold-storage ware- 
houses. A big company like Kraft or Borden may have had cheese 
that they did not report. I do not know. There are those two 
possibilities. 

Mr. Navenron. You think that there is the possibility then that 
there were considerable stocks of cheese which do not show up on the 
statistics ¢ 

Mr. Anperson. It is possible. 

Mr. Navewron. What we might call hidden cheese ? 

Mr. Anperson. It is possible. You are getting back to this very 
great problem that we mentioned before. You are not the only one 
that has been amazed as to where some of this cheese showed up from. 
What I think your figures are tending to prove is this assumption that 
we made a while ago, earlier this morning, that the tendency with a 
drop of 434 cents is for everybody to clean out. The tendency for the 
retail store to do so. And we bac ked up all the way along ‘the line. 
Much of that cheese in the pipeline is not included in these public 
cold-storage figures. 

As I say, that is the assumption that we go on, that that tendency 
would take place unless we gave some little encouragement to try to 
maintain it as much as we could and to make it easy to fill it up. The 
only thing that 1 am positive of is that the cheese was in existence in 
the United States somewhere. 

Mr. Navenron. Then the tendency was for the cheese companies 
to do their best to sell their inventories to the Government ? 

Mr. Awperson, I think there is no doubt about that. 

Mr. Navenron, And by this purchase resale program you made 
it easy for them because they did not even have to move their inven- 
tories. 

Mr. Anperson. Oh, no. The problem of moving the inventory was 
not their ee That was our problem. 

To get back to this question that one of the members raised of at- 
tempting to get as much of this back to the farmer as we possibly could, 
as I say we are caught in this trap or difficulty of how much should we 
expect the farmer to do in order to get the benefit of price support ? 

l probably should not say this, Mr. Chairman, but I secllakle am 
older than you, but not wiser or something, but if you could remember 
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way, way back, there was a time when we even went out to buy 10 cases 
ot eggs from the farmer, as I recall, in order to assure this, you see— 
in order to get somewhere in between we have agreed to buy ‘cheese at 
the factory any place in the country at the same price. 

And we assume the responsibility of moving it. 

In doing that we were relieving the ¢ ‘ommodity Credit Corporation 
of a burden, I think, Mr. N Naughton, because we buy it where it is. It 
is our responsibility from then on to see that it is moved. 

This, I say, is contrary to arguments we had earlier where people 
especially interested like, s say, in the mercantile exchanges or with 
warehouses in the big cities, would love to have us make an arrange- 
ment where all of that cheese moves through their warehouses. 

If this committee has not had complaints from some of those ware- 
houses in not having enough business as our stocks have gone down, 
you are most fortunate. 

Mr. Fountatrn. Right in connection with that, you say this was a 
problem which concerned the Department, and this purchase resale 
agreement was designed to elimniate that problem ¢ 

Mr. Anverson. The one problem of moving the cheese. 

Mr. Fountarn. Of moving the cheese ¢ 

Mr. Anperson. That one problem. By leaving it there we took 
that part of the burden off of the Commodity C redit C orporation. 

Mr. Fountain. Let me ask you this, then: Even if it relieved you 
of a burden, by relieving yourself of th: at burden, did you not open the 
door so that the cheese manufacturers could simply sell their normal 
inventories of commercial cheese to the Commodity Credit Corpora- 
tion late in March and repurchase early in April at a profit of 234 
cents per pound, thereby getting a nice windfall profit ? 

Mr. Anverson. If we are wrong in our assumption thet they would 
repackage much of this, anywey, that is correct. If we are right in 
the assumption that they would have repackaged a lot, or much of it, 
that is the assumption that I operated on when I recommended this 
program, I think they would have sold most of it to us, anyway. 

We would have shipped it to the warehouse, and they would have 
purchased it back, not early in April, but later in April as the transac- 
tion would have taken a longer period of time. 

With the exception of these small styles and perhaps a portion of the 
large styles it had been, and still is, my assumption that most of this 
would have been sold to the ( ‘ommodity Credit Corporation anyway. 

Mr. Founratn. But by eliminating that problem of movement of the 
cheese, it certainly gave them an incentive to sell the cheese to you, 
since they knew that by so doing they could turn around and buy it 
back and make a profit ? 

Mr. Anperson. It eliminated—— 

Mr. Fountain. They knew that they did not have to package it ? 

Mr. Anpverson. That is right. Whether the 234 cents was enough, 
as I assume it was to overcome to the cost of repackaging, of course, 
that is a question, it is still my belief that most of this cheese, exc ept 
the smaller styles would have been sold to us anyway—would have 
been bought back, and in the meantime there would have been some— 
and I admit minor—reduction in sales. There ‘fore, they would have 
been more concerned in selling to us and in getting ready to buy back 
and in pushing sales. That is my guess, I admit. 
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It is one of those things I regret I cannot prove or demonstrate. 

Mr. Houtrzman. Do I understand all of these things took place at 
a time when the trend was to unload and get rid of their stocks, their 
inventory ¢ 

Mr. Anperson. The only reason for them unloading was they knew 
the purchase price, the Commodity Credit Corporation’s purchase 
price was going to fall 434 cents. 

Mr. Horrzman. That was the situation, anyway, is that not so, 
in spite of your Da-112, is that not so? 

Mr. Anperson. Yes, sir. The same thing would have happened. 
It is my guess, sir, that much the same thing would have happened 
whether we had Da-112 or not. Aside from the small styles. 

Mr. Houtzman. And aside from the fact that some manufacturers 
may have benefited as a result of this incidentally ¢ 

Mr. Anperson. Well, my argument is that under the situation that 
prevailed it would have been practically impossible for us to have 
prevented them. 

Mr. Hortrzman. Assuming that is so, it is still true, is it not, that 
in addition to accomplishing nothing unusual by this Da—112, the fact 
is that some manufacturers gained a substantial benefit ; is that not so? 

Mr. Anperson. No; I think they gained the benefits that they would 
have gained anyway, plus the savings of the cost of repackaging. 

Mr. Hotrzman. Those are the benefits we are talking about. 

Mr. Anverson. The benefits that we gave to the manufacturers. 

Mr. Hoirzman. So that, is it your statement now, that the results 
gained from the Da-112, even though not substantial, resulted in an 
additional benefit to the manufacturers which they did not have 
before ? 

Mr. Anperson. They gained the benfit of not having to repackage 
their cheese; that is correct. 

Mr. Horrzman. All right. 

Mr. Anpverson. I think, in fact, in the press release announcing this, 
I thought we stated that fairly clearly. 

Mr. Fountarn. Another fact that bothers me and prompts me to 
ask a question is this—although cheese production was at record 
levels, as I understand it commercial ioake of cheese on March 31 
were the smallest in nearly 20 years? 

Mr. Anperson. I would have to go and look that up. 

Mr. Fountain. Is that not true? 

Mr. Anperson. I do not remember. 

Mr. Fountain. That information is in the Dairy Situation. 

Mr. Anperson. That is correct then, if it is in the Dairy Situation. 

Mr. Founrarn. That is another thing which made me feel that the 
value of this cheese-resale program to the dairy farmer or to the 
American taxpayer is rather dubious. 

Mr. Anperson. Well, I think you are questioning the value of the 
support program for dairy omainats rather than just this. It goes 
back to the question that Mr. Naughton was raising with cheese, espe- 
cially, and to a considerable degree with butter and other products. 

We would like to encourage the trade to carry their stocks rather 
than have the Commodity Credit Corporation carry them. If some- 
thing changes and the market goes up, they are immediately ready 
for resale. Some people have encouraged that we should pay a higher 
price in the fall than in the spring to encourage these people. We 
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have not been inclined to do that largely for the reason that you men- 
tioned that the up in price then would go largely to the manufacturer 
rather than to the farmer. 

Certainly, if we could not assure that if he kept the stocks produced 
in the spring, and sell to us later in the year if he wanted to, if we 
could not establish that confidence, I am sure that we would buy the 
cheese even more rapidly that we do now. We would buy it sooner 
in the season. 

Mr. Fountain. Some other figures impressed me. We found that 
130 million of the 180 million pounds of cheese purchased by the 
Commodity Credit Corporation during March was in the period from 
March 25 to March 31. That was after the purchase program was 
extended to cover small commercial styles of cheese. And 77 million 
of the 90 million pounds resold under Da-112 was purchased during 
this period. Are those figures correct ? 

Mr. Anperson. I think they are, sir. 

As I recall the previous year our purchases on the last day ran 
something like 16 million pounds. I will not even attempt to guess 
why these American businessmen wait until the last moment to make 
these transactions. It has been a matter of amazement to me, not anly 
in the year that the committee is considering, but the previous year. 
We had the same thing happen then. It looks to us as though the 
product was there, and they could have helped us out a little bit by 
offering it a day or two earlier. Why they waited until the last min- 
ute, I will never know. 

I think your figures are right, Mr. Chairman. 

Mr. Fountain. Did you say a few moments ago that consumption 
and Government purchases totaled about 200 million pounds more 
than production, Mr. Naughton ? 

Mr. Navucuron. 191.9 million. That is for the first 3 months of 
1954. 

Mr. Founrarn. January 1 through March 31? 

Mr. Navueuron. Yes. I have some additional figures here that 
might be of interest. 

Mr. Fountain. Suppose you put them in the record at this time. 

Mr. Naveurton. I think I went over part of this. When the total 
stocks of cheese, according to the cold-storage reports on December 31, 
1953, were 398 million pounds, Government stocks were 224 million 
pounds. This would indicate a difference between the total stocks 
and the Government stocks of 174 million pounds, which may or may 
not be the private holdings. 

We have had some testimony from Mr. Anderson in regard to that. 

Mr. ANverson. When was this first one? 

Mr. Naucnton. December 31. That would be the January 1 figures, 
I assume, the end of month stocks for December. 

Mr. Anperson. Yes. 

Mr. Navueuton. On March 31, 1954, total stocks of cheese are listed 
in the cold-storage report as 425 million pounds. And Government 
stocks are listed as 295 million pounds, which is a difference of 130 
million pounds. 

This difference would indicate a decrease in commercial inventories, 
or nongovernmental holdings for the 3 months of 44 million pounds. 

We have already put into the record the fact that consumption over 
this period was about 195 million pounds; purchases were 237.4 mil- 
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lion pounds, for a total of consumption and purchases of 432.4 million 
pounds. : nate? PAS 

From that, we would subtract the total production, which is listed 
in Agriculture Department statistics as 240.5 million pounds, which 
gives us 191.9 million pounds. ’ Rs 

The cold-storage report would indicate that 44 million pounds of 
this 191.9 million pounds had come from cold-storage stocks, which 2 
gives us a difference of 148 million pounds. 

As you have pointed out, the statistics may not be accurate, but they 
are Agriculture Department statistics, and the only ones that we have. 

Mr. Anpverson. That is right. 

Mr. Horrzman. I wonder if you could furnish us any statistics that 
might clear this up for us ? 

Mr. Anperson. I am not quite sure what the question is. Are you 
raising a question whether the cheese purchased actually was in 
existence or not—the problem is that? 

Mr. Hortrzman. Whether it was in existence, or where it came from. 

Mr. Anperson. We will try to get the information for you, as to 
where it came from, if that is the question. 

Mr. Naventon. And when it was produced. 

Mr. Founrtarn. We are particularly interested in figures for the 
month of March. 

(The material referred to is as follows :) 
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REPORTED AMERICAN CHEESE SUPPLIES AND UTILIZATION, JANUARY-—MarcH 1954 


Each month the Statistical and Historical Research Branch, Agricultural 
Eoconomics Division, Agricultural Marketing Service, United States Department ; 
of Agriculture, calculates the estimated civilian disappearance of American 4 
cheese, including Cheddar, Colby, washed curd, high- and low-moisture Jack, 4 
Monterey, and granular. This civilian disapperance includes Cheddar cheese 
from CCC stocks delivered to the school-lunch program and welfare agencies in 
the United States. 

These calculations are made from data published by the United States Depart- 
ment of Agriculture and the Bureau of the Census, supplemented by unpublished 
data of the Quartermaster Corps and agencies of the USDA. A consolidation of 
these monthly calculations for the period January to March 1954 is given below. 
These calculations are an indication of the reported supply and utilization of 
American cheese during this peroid. It is our understanding that there are 
sizable quantities of cheese not covered by reported stock figures. 

It has been apparent over the years that changes in the size of these unre- 
ported stocks, associated with seasonal variation in production, price-support 
operations, and other factors, have caused substantial variations in monthly 
trade output or apparent civilian consumption of cheese. 

It appears that the unreported stocks of Cheddar cheese, in the forms of 
natural cheese and process cheese and cheese foods, owned by the trade, in 
transit and in floor stocks, were greatly reduced during the January-March 
1954 quarter and that this made possible the large sales of cheese to CCC and 
the maintenance of consumption during that period. 


Estimated civilian disappearance, American cheese, January-March 1954 


Million 


Reported supply (other than CCC stocks) : pounds 
1. Reported commercial storage stocks (excluding unreported operat- 
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4. Total reported supply (excluding unreported operating stocks) __ 399.4 
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Estimated civilian disappearance, American cheese, January-March 1954—Con. 


Utilization : Million pounds 
5. Commercial exports and shipments to Territories__._......__.____ 1.4 
@: Mimeasy purchases: front meriet. ssc nhs tte kersneowsian—o 5. 6 
Fae Ie SUA Wi li a a 81.2 
8. Reported commercial storage stocks (excluding unreported oper- 
Wetman GRUCEIE) GEME. Gn NOt ee ee 120. 8 
Were OR DERE GRO Rings eet tans scndcxiieomaslceimen 209. 0 
10. Apparent domestic commercial consumption__.___._._.___________ 190. 4 
11. CCC deliveries for domestic distribution__._._...__.......__.______ 13. 6 
12. Apparent total civilian disappearance____..._..-____-.-..--.-_- 204. 0 


SOURCE AND EXPLANATION OF DATA, BY ITEMS 


1. Total cold-storage holdings minus Government holdings as reported in cold- 
storage report issued by Agricultural Marketing Service, USDA. 

2. Creamery butter and cheese production estimates issued monthly by the 
Agricultural Marketing Service. 

3. Bureau of the Census, United States Department of Commerce. 

4. Sum of items 1, 2, and 3. 

5. Exports and shipments to Territories as reported by Census Bureau minus 
quantities exported by USDA which are duplicated in census data. 

6. Reported by the Quartermaster Corps. 
7. Deliveries to CCC estimated as follows: 


(a) Government stocks as reported in cold-storage report, Mar. 31, 1954__ 305.3 


(b) Government stocks as reported in cold-storage report, Dec. 31, 1953__.__ 242. 4 
CNT ND TO a issih shi ie sa chs hit aecmpiaamad lala taunt 62.9 
SOV RE RS Se ee ee mee fine ee ne ae eee se eee Eee “7 
(e) CCC deliveries for domestic distribution___.._____.__.__.__._-.___-____- 13. 6 
CF) ere Cen Get verio’ to: COG iis sik a ek ce ti hii 81.2 


8. Same as 1. 

9. Sum of items 5-8. 

10. Item 4 minus item 9. 

11. Item (e) footnote 7. 

12. Sum of items 10 and 11. 

Item 7 in the above table, trade deliveries to CCC, are estimates of totul deliv- 
eries of cheese to CCC during January-March 1954. Some of this cheese had 
been contracted for prior to January 1, 1954. Contracting was relatively light 
during the last quarter of 1953. The total for December 1953 was 6.9 million 
pounds. 

The total amount of cheese for which contract acceptances were filed during 
the last 2 weeks of December 1953 and during January and February and March 
3-16, 1954, was 85.5 million pounds. This quantity approximates the estimated 
amount delivered to CCC during January—March 1954, as indicated in the above 
table. The total amount for which contract acceptances were filed during March 
17-31, 1954, was 155.7 million pounds. While this is 34.9 million pounds more 
than the amount of cheese in the reported non-Government holdings in ware- 
houses covered by the cold-storage report of March 31, 1954 (item 8 of the table), 
this difference is considerably less than what we believe to be the unreported 
stocks of cheese ordinarily in transit, in processing, in merchandising, and in 
cther current operating stocks. 

The requirements of inspection provided for in regulations covering the pur- 
chase of cheese under the program to support the prices of milk and butterfat 
sold by farmers, appear to us to have given full assurance that all cheese pur- 
chased was in existence, and we have been unable to discover any statistical data 
that raise any doubts as to the existence of all cheese purchased. 


Mr. Navcuton. It was my understanding originally that the main 
purpose of the change was to enable the Department to support the 
price of cheese produc ed during March. 
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These figures indicate that most of this cheese could not have been 
a during March. I think perhaps that if we knew when the 
cheese 

Mr. Anverson. One thing is clear, I think: The one hundred 
eighty-some-million pounds was not all produced in March, but I 
still call attention to the possibility of the fact that the purchaser of 
cheese knew that he could sell it to us in March, when he bought it 
— would influence the price that he would pay the 

armer. 

Mr. Fountarn. He did not know whether he was going to be able to 
buy the cheese back from you at that time. 

Mr. Anpverson. No; that was not important. It was that he could 
sell it to us for that, that influenced what he would dare pay for the 
milk. 

Mr. Reece. Will you permit an interruption. 

Mr. Fountatn. Yes; go ahead. 

Mr. Rerce. I do not want to appear to have just come in asking a 

uestion. 
’ The selling of the cheese and the repurchase of the cheese, if those 
are the right words to employ, are entirely two separate transactions. 
That would be motivated by different circumstances, as I under- 
stand it. 

Mr. ANnperson. Yes. 

Mr. Fountarn. Not under this particular arrangement. They had 
a buying and selling contract all at one time. The cheese manufac- 
turers sold to the Commodity Credit Corporation, and had an under- 
standing at the same time that the Commodity Credit Corporation 
was going to sell it back to them at a lower price. 

Mr. Reece. But what I had in mind, and I am sorry to be more or 
less butting in suddenly this way, the company, when it sold the 
cheese under the support program, acted on one set of circumstances. 
Then the Commodity Credit Corporation resold the cheese, and in 
the acquisition from the Commodity Credit Corporation, it would 
seem to me that the manufacturer might well be motivated by a dif- 
ferent set of circumstances than those that prevailed when he sold it, 
because, as you have said in the selling of the cheese, that was not a 
sudden—the acquisition of the products from which the cheese were 
manufactured took place over a considerable period of time, I assume, 
and when he was buying the milk and the products that go into the 
manufacture of cheese,-he knew what the support price: reasonably 
would be. Am I right in that? 

Mr. Anperson. From the date of the announcement for any particu- 
lar year, I think now most manufacturers of cheese and assemblers of 
cheese are convinced that when the Secretary of Agriculture says that 
he will pay 37 cents a pound from April 1 until March 31, they are 
convinced that they have an outlet at that price. It may be higher. 
enn may require that. But under no circumstances will it 

re 1oOwWer., 

It is my opinion that that fact influences what the manufacturer is 
forced to pay for milk; not what he wants to pay, but the competitive 
forces make him pay that price for milk. 

Mr. Reece. May I ask one other question that follows: 
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Based upon your observation, would the manufacturer sell the cheese 
at the support price with the commodity paid in this case, regardless 
of whether he might have an opportunity to repurchase it ? 

Mr. Anperson. Well, it has been our thought that a very great 
percentage of this cheese would have been sold to us, anyway. 

That is a very hypothetical question, because all of these people who 
sold to us knew that ever since early 1950 the Department had been 
following a policy of selling back at 2 cents over the current purchase 
price. The Department could, of course, at the time of this severe 
drop have adopted a different policy and continued to sell it 2 cents 
over the acquisition cost of the particular cheese, but we have never 
followed that policy. 

If the purchase price has gone up, the sales price has gone up the 
same. If the purchase price went down, the sales price did that. 

Mr. Reece. Would a third party have had opportunity to buy the 
cheese in the event he would have been willing to have paid more than 
the price at which you sold it to the manufacturer ? 

r. ANperson. He certainly would have, but, of course, there was 
just too much cheese around for that to be a possibility. 

Mr. Hottzman. Not under this contract and repurchase agreement. 

Mr. Anverson. No. 

Mr. Hotrzman. That would preclude some outsider from giving 
you a bonus; is that not so? 

Mr. Anverson. And had we had the advantage of that possibility, 
of course, we would not have entered into this agreement. 

We had an abundance of cheese, of course. It is true, sir, that ex- 
cept for cheese under Da-112 during this temporary period of time, 
{ have always said, “if you sell us the cheese, and somebody else comes 
and buys it first, it is his.” 

With respect to cheese under Da—112 we did change, but there was 
an abundance of other cheese that anybody else could buy. 

Another reason I say we did it this way during this period is that 
the big companies with their large staffs, always found it easier to keep 
track of where there was cheese—found it easier to buy it back than 
the smaller fellow. We thought this arrangement. during this period 
gave a little encouragement to the smaller fellow. 

Mr. Hotrzman. I think Mr. Cooper has something to say. 

Mr. Cooper. I wanted to point out, sir, that the sales price to these 
manufacturers—am I not right in this—is the same sales price that we 
publish in the Federal Register for sales to all people. 

Mr. Anverson. Yes. 

Mr. Coorrr. The sales price was for our complete inventory. 

Mr. Hotrzman. When a purchase-resale agreement was entered into 
with respect to a quantity of cheese, you would have been precluded 
from selling it, would you not? 

Mr. Anpverson. That particular cheese, that is right. 

Mr. Fountarn. Did you add to or diminish the available supply of 
cheese in the country by virtue of this program ? 

Mr. Anperson. Not the supply of cheese. 

Mr. Fountain. Then it is hard for me to see how this purchase re- 
sale program was any help toward insuring an adequate supply of 
cheese on the American market. 

Mr. Anperson. If we had continued on the basis as before we would 
have shipped that cheese into a warehouse and then had to have it 
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shipped back from that warehouse to the processing plant and there 
would have been a lapse of say 10 days to 2 weeks while the cheese 
would have been moving. 

Mr. Founrain. They were manufacturing cheese all of this time? 

Mr. Anperson. Sure. Some cheese is sold that is 10 days old but 
we would certainly prefer to have cheese 6 months old to sell. 

Perhaps we have overstressed the point where we insist that we 
move it to a warehouse and move it back. Part of the cost would 
have been borne by the Commodity Credit Corporation. I guess I 
must make clear that the cost of moving it back from the warehouse 
to the processing plant would be to the account of the purchaser. I 
am not sure that I made that clear. 

Mr. Founratn. Do you have any more questions ? 

Mr. Hourzman. Just a couple of pro forma ones. On this itemized 
list of people dealing with Commodity Credit Corporation, can you 
tell us the three biggest outfits that you dealt with? 

Mr. Anperson. The two largest companies are Kraft and Borden. 
The third one I would not know, sir. There is no question but I 
think that there is a fairly high concentration in the handling of the 
merchandise. 

Mr. Hotrzman. Can you tell us now, or can you develop for us, how 
many of these other companies listed here are subsidiaries or affiliated 
with Borden and Kraft so that we can have the information for our 
records? Can you do that, sir? 

Mr. Anperson. I can do all that. 

Mr. Heurzman. But not at the moment. 

Mr. ANperson. It will just take a second. The Lakeshire-Marty is 
a division of the Borden Co. The Phenix Food Co. is a division of 
the Kraft Foods Co. That is indicated as well as for the others. 

Mr. Hoitrzman. Will you give us the pages of this? 

Mr. ANpErRSON. It is on this sheet. 

Mr. Horrzman. But I thought that you were looking at another 
sheet. 

Mr. Anperson. Two of them are indicated in this. The Lake- 
shire-Marty Co. is about halfway down, which is a division of the 
Borden Co., as well as the Phenix Food Co. is indicated below, which 
is apparently with the Kraft Co. 

As far as I know, those are the only other ones on that sheet. I 
would have no way of finding out but the committee could find out 
easier by asking Kraft and Borden than I could. 

Mr. Hourrzman. You would know? 

Mr. Anperson. I think I know, sir, but I am not too sure. There 
is one other—wait a minute—no; I do not think that is. That was 
sold through the Kraft Foods. The Kraft Foods Co., I think, acted 
as their agent in that particular case; that is Yearsley. 

Mr. Hourzman. Would you say those companies which are affiliated 
with or subsidiaries of Kraft or Borden are more or less indicated on 
the list of companies you have furnished ? 

Mr. Anprrson. Yes; the other one, the only other one that I know 
about on the large sheet, the middle of the third page, is the Lakeshire- 
Marty Co. that is not indicated as part of the Borden Co. 

Mr. Hourzman. They sold and bought back 11 million and a couple 
of hundred thousand pounds? 

Mr. Anverson. That is correct. 
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I think I mentioned to Mr. Naughton at one point before we made 
this tabulation, that I would assume that it would be Kraft and 
Borden that would handle most of it. They are the people that 
handle the cheese in this country. 

Mr. Hoxtrzman. We suspected that, too. 

Mr. Anperson. In fact, I admit after I saw this tabulation 1 was a 
little surprised that the proportion was as small as it is. 

Mr. Reece. Does not Pet manufacture cheese / 

Mr. Anperson. So far as I know they do not. 

Mr. Reuss. Did I understand you right, Mr. Anderson, when you 
were speaking before about the basic law, the act of 1949, particularly 
section 201, that you said the law required the Secretary of Agri- 
culture to set supports price and policies on an annual basis ¢ 

Mr. Anperson. That is my understanding. 

Mr. Suutman. The law requires the Secretary of Agriculture to 
announce the support-price level for dairy products so far as prac- 
ticable, prior to the beginning of the marketing year. 

Once that level of support has been announced, the law contemplates 
that it will remain in effect for the entire marketing year. 

Mr. Anperson. That is section 406 rather than the section I quoted 
this morning. 

Mr. Reuss. I will read section 406 since it is basic, and I do not 
think that we will be wasting our time. It states that the Secretary 
shall, insofar as practicable, announce the level of price supports for 
field crops in advance of the planting season and for other agricul- 
tural commodities in advance of the beginning of the marketing year 
or season (January 1 in the case of commodities not marketed on a 
marketing year or season basis), but the level of price supports so an- 
nounced shall not exceed the estimated maximum level of price sup- 
ports specified in this act, based on the latest information and statistics 
available to the Secretary when such a level of price support is 
announced ; and the level of price support so announced shall not be 
reduced if the maximum level of price support when determined is less 
than the level so announced. 

Mr. Anperson. The section I read this morning was a different 
section and did not include this part. 

Mr. Reuss. It is also your understanding, and I think it has been 
your testimony earlier today, that the purpose and intent of Congress 
in the act of 1949, and particuarly section 201, relating to price sup- 
ports, was to benefit the producer; in this case, the dairy farmer, and 
any benefit to manufacturers and processers is, I take it, incidental 
to that central purpose / 

Mr. Anperson. That is certainly our understanding of the law. 

Mr. Reuss. Well, now, what has worried me, of course, in this 
whole discussion is th: at, slice it how you may, the fact is that $2,500,000, 
more or less, of the taxpayers’ money was spent during the months 
of March and April 1954 to enable the cheese processors and manu- 
facturers to avoid.an inventory loss of approximately that amount, 
owing to the lowering of the price-support level in the month of 
April 1954. 

That is a fair statement, is it not? What happened? 

Mr. Anperson. Well, let us assume that section 406 was not in the 
law and that we announced our purchase price by months. Is it not 
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reasonable to assume that these 86 million pounds would have been 
sold to the Commodity Credit Corporation month by month over the 
previous 12 months? 

Mr. Reuss. I do not know. I am trying to get this point through 
my head. Would it not, consistent with the law, have been possible 
to have evolved a system of price supports, or if the law was wrong, 
to have gone to Congress and to have said, “but, look, O. K., we need 
this additional authority to avoid an unjust windfall enrichment” 
which would have avoided the situation whereby in one month for 
doing nothing the cheese processers were enabled to profit to the extent 
of $2,500,000 ? 

Mr. Anperson. But I am afraid I would have to disagree, sir. Had 
it not been for the price supports, had not this announcement been 
made, these people who made this cheese and carried this cheese would 
be buying milk from farmers at a lower price during the whole 12 
months. 

All the Commodity Credit Corporation was passing back to the 
processor was the money that he isi paid out during the previous 
12 months, and I think perhaps, Mr. Naughton, that maybe we can 
trace some of this cheese back more than 12 months. They had been 
paying out this greater amount to the farmers for it because the com- 

. petitive situation created by the price-support program caused them 
to pay this greater amount for the milk. 

I see no greater windfall to the processor because he sold the 86 
million in 1 month, than if he had sold 10 million in each of 10 months. 

In fact, his profits might have been greater because under those 
circumstances, the Commodity Credit Corporation rather than the 
processor of cheese would have been bearing the carrying charges, the 
storage charges. 

That is one of the arguments we have, that we should pay more 
for cheese as the season progressed in order to encourage the cheese 
to remain in private iene over this period. 

I think, sir, I can be wrong, but we simply would have been buying 
the cheese as it was produced. 

Mr. Reuss. Let us suppose that the Secretary of Agriculture in 
1953—in May, let us say—that is a couple of months after the 1953- 
54 marketing year, supports were announced, they were announced as 
of April 1, 1953? 

Mr. Anperson. That is right. We were still at 90 percent of parity, 
the 37 cents. 

Mr. Reuss. All right. Suppose in May 1953 the Secretary of Agri- 
culture in consultation with you gentlemen had sat down in the De- 
partment and with some vision into the future had foreseen that there 
might be an abundance of milk and butterfat in April 1954—10 months 
later, 11 months later—and thus had had a warning of what in fact 
did happen, would it not have been sound public policy for the Sec- 
retary of Agriculture in May 1953, to have gone to the Congress and 
gotten from the Congress, or at least asked Congress for additional 
price-support weapons so that he did not get into the box which he 
seemingly did get into in those days of March 1954: specifically power 
to purchase fluid milk which I am told was awarded him by Congress 
only in the act of 1954. Had he had that power in March 1954, might 
the Department of Agriculture not have been in a position to see that 
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the dairy farmer got the benefits of the $2,500,000, if it had to be spent, 
rather than merely the processor who produced the situation that we, 
in fact, had where we had to rely on it trickling back, on that theory, 
that the processors will, in fact, pass back to the dairy farmers these 
benefits they have received due to the support-price system? That 
is a long sentence but I think that you follow me. 

Mr. Anperson. It is perfectly fine, sir. 

I shall repeat my own opinion thatthe $234 million, if that is the 
amount, that the Commodity Credit Corporation paid to these people 
was returning to them the $234 million that the Commodity Credit 
Corporation forced them to pay the farmers more than they otherwise 
would have paid in the absence of the price-supports program. So 
they had paid it out. They had carried the cheese and they had done 
this thing in the knowledge and belief that in March the Secretary of 
Agriculture, through the Commodity Credit Corporation stood ready 
to pay them 37 cents a pound for cheese. Had they not had that 
knowledge and belief, they would have paid less for the milk. 

The other question, sir, is one that I am sure the Congress would 
want to examine for a long time. I know that the Department would. 
We have in the Agricultural Act of 1954, authority to buy milk. I 
understand that the reason Congress granted that authority was to 
make it possible to do with the milk what we have been doing or what 
the Commodity Credit Corporation had been doing with butter, cheese, 
and powder; namely, to donate it to the school lunch program, sell it 
at reduced prices or donate it to the Army. 

Certain Members of Congress, as I understand it, raised the question 
“7 not make it possible to do that with milk and this legislation does 
make it possible. 

As we were commenting just before the chairman came in, we are 
now doing that with the Army with reference to whole milk. We 
worked out an arrangement which we think is workable and satis- 
factory based on this. Were we to buy butter and powder produced 
from one hundredweight of milk, move it to storage and carry it the 
average time it would cost us something like $4.10 per hundredweight. 

If the Army will buy milk and use it as milk that they would not 
otherwise buy, and we depend on the certification of the officials of 
the armed services, which we are glad to do, then we will pay them 
$4.10 on the grounds that it make it unnecessary for the Commodity 
Credit Corporation to buy that hundredweight of milk; the balance 
is paid by the armed services. 

It is our belief currently that that was the intent of Congress in 
giving the Commodity Credit Corporation authority to purchase milk. 
It was not our belief that it was the thought of Congress that we would 
buy milk, and either enter into contracts to have it processed, or to 
set up processing plants ourselves. 

I am sure that the Secretary of Agriculture would be unhappy to 
have us do that. And I rather suspect that all Members of Congress 
would be somewhat unhappy to have us do that. 

I do agree, sir, that we would have a sure program of the farmer 
getting all or more of the money, if we bought it directly from the 
farmer. He would still not get all of the money that the Commodity 
Credit Corporation would have to expend because we would still have 
to expend money for the processing of that product. If we were more 
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efficient than the average processor we would save money for the Com- 
modity Credit Corporation. If we were less efficient it would cost 
the Commodity Credit Corporation more, I think, sir. 

Mr. Reuss. If the Secretary of Agriculture had had in his powers 
in 1954, the power to purchase fluid milk which was granted him later 
in 1954 by Congress, he would have been spending the same $2,500,000 
which he in fact did spend to pay over to the processors, to spend that 
$2,500,000 for fluid milk and thus assure that all of the benefits of that 
$2,500,000 went directly to the dairy farmer; would he not @ 

Mr. Anperson. But still under the progr am how would we have 
avoided the obligation which I think we had incurred 12 months 
earlier of pure hasing this cheese from the processor ? 

Mr. Reus. Because had you had that power you would not, of course, 
under the practicable clause of section 406 have committed yourself 
for that long. You would, I presume, have committed yourself for 
10 months firm, and 2 months, wait and see. 

Mr. Anperson. Then we would have gotten the 86 million pounds 
of cheese 2 months earlier, would we not? 

Mr. Reuss. I think not. You would have been able to sustain the 
price of milk to the dairy farmer by the expenditure of that $2.5 mil- 
lion marginal dollars that we are talking about, not have had to do 
it twice. 

Mr. Anperson. I just cannot convince myself that once a price- 
support program has forced the processors to pay more than the 
market price justifies for milk—that is what we do—I just cannot 
convince myself under those circumstances that these people would 

carry these large stocks of cheese that cost them the higher price 
to acquire. 

Mr. Horrzman. Actually, our concern is with the producer, though, 
is it not? 

Mr. Anperson. Yes. The Secretary’s and my concern is that. 

Mr. Hourzman. Do you say now that they would stop producing to 
the extent that they have if these situations occurred that we just 
spoke of? Do you feel that the processors would stop keeping inven- 
tories if you did what Mr. Reuss just suggested, committed yourself 
firmly for 10 months and left the door open for 2 additional months? 

Mr. Anprrson. They would carry the inventories for 10 months, 
ins‘ead of 12 months. 

Mr. Honrazman, Is it your feeling that for the remaining 2 months 
the Commodity Credit Corporation would be in any poorer shape 
uncor such a situation than it is under the Da—112 situation ? 

Mr. Anprerson. No; it would be in the same shape, but 2 months 
earlier. 

Mr. Hourzman. And then, is it your statement, that you would have 
5 cbligation of handling it for 2 months? Is that the problem? 

I do not know whether I make myself clear. 

Mr. Anperson. Of course, one of our difficulties, sir, is that I do 
not quite see what the problem is. We had a price-support program 
that maintained a price to the farmers. It was maintained by induc- 
ing the processors to pay more for milk than they otherwise would, 
becanse they knew that they could sell that inventory to the Com- 
modity Credit Cor poration at any time within the 12 months’ period. 

It is not a problem, but it is a mystery to me, as it is to the chairman 
and some of you others, as to why they waited until the last few days 
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to sell it to us. Had they sold this 86 million pounds over a period 
of months, it would not have attracted attention. The thing that 
has attracted attention is that for some reason they waited right to 
the end to sell it to us. Why they did that, whether they expected the 
Congress to change the law and make 90 percent mandatory, I do not 
know. I know of nothing that Congress did or said that should have 
led them to that conclusion. They would have been most unhappy 
had they sold it earlier in anticipation of a drop to 90 percent, and 
then found that the Congress had decided to make 90 percent manda- 
tory. I admit I am somewhat baffled. I am more than somewhat baf- 
fled as to why the trade has always, when there has been a drop in 
prospect, held on to their inventories until the very end. 

I could tell you a few stories of some of the things they have done to 
be sure that they got the last pound in right at the last day. 

Mr. Reuss. One of the factors, I think, which produced this funny 
situation where you have people selling it and then buying it back for 
less—one of the factors that produced 1 that, of course, is the fact that 
on April 1, 1954, there was quite a drastic drop, both in the support 
prices paid and hence in the resale prices, a drastic drop—let me 
hasten to add—by your following the mandate of Congress which says 
support it between 75 and 90 percent, at such a level as to bring out 
adequate production and no more. 

Mr. Anpverson. I hope I have not implied that I have any quarrel 
with that mandate. 

Mr. Reuss. I think we have all accepted today the assumption that 
that is not in issue. That was within the province of Congress. And 
it was the Department’s job to follow that. 

What would the effect have been if the Department of Agriculture 
had cushioned and staggered the shock of that 6-cent drop, so that 
instead of all of it coming in 1 minute after midnight of March 31, 
1954, it had come over a period of, let us say, 3 months? I am sure 
your general counsel will state that the word “practicable” could 
have been stretched to assume such a staggered arrangement whereby 
the price went down, let us say, 1 cent or 2 cents a month, so that 
at no time did you get a situation where within 24 hours the manufac- 
turer could make money by buying back that which he had sold the day 
before. 

Mr. Anperson. That possibility was considered and was discussed. 

Mr. Suurman. The “so far as practicable” phrase in the law that 
Mr. Reuss refers to has to do with the announcement of the level of 
support in advance of the marketing season. It does not provide any 
latitude to reduce the level of support after the announcement has 
been made of the level. 

Mr. Reuss. I was not suggesting any breach of faith. Any an- 
nouncement at one price and then weasling—I was suggesting an 
initial latitude, 10 months so far, and wait and see—what “would have 
happened if we had done that? 

Mr. Anprerson. The problem came up of how to move from the 90 
percent to the 75 percent—the possibility of announcing, say, for 3 
months was discussed. My recollection is that the conclusion was that 
it was not permitted by the law. 

Mr. SHutman. That was our view. 

Mr. Reuss. Did the Secretary make any effort to go to Congress 
and announce this catastrophe that was about to occur ? 





80 PURCHASE RESALE TRANSACTIONS OF CCC 


Mr. Anperson. I do not know. 

Mr. Hotrzman. Can we ask counsel now whether it is still their 
opinion that such a situation would be precluded by the law? 

Mr. SuutMAn,. That would be my view. As a matter of fact, the 
legislative history indicates that the “so far as practicable” phrase 
was put in the law to make it possible, assuming a situation developed 
where the Secretary had not decided on a price-support program for 
a particular commodity in advance of the marketing season or before 
it was planted and it later developed that the disastrous marketing 
situation existed for the Secretary nevertheless to announce a price- 
support program. That was the explantion of that provision given 
in the conference report, as I recall it. 

Mr. Reece. There is one phase of this question that concerns me 
somewhat, and that is, Does the Commodity Credit Corporation have 
any means by which it can relate what it pays to the manufacturer 
of cheese, in this case under the support program and what the manu- 
facturers pay the producers of milk, that is, any way of following 
back through the process from the production to the manufacturer, 
to see that in the administration of the Commodity Credit Corporation 
of the price-support program, that the producer does get his share of 
the money that was appropriated for support as contemplated by 
Congress ? 

Mr. Anperson. Perhaps this explanation will help you. Among 
the first decisions that the Secretary has to make is the level. When 
he decided that 75 percent was appropriate then it is just a matter 
largely of arithmetic to determine the dollars and cents. So 75 per- 
cent of parity as of April 1, 1954, was $3.15 cents for milk containing 
3.95 percent of butterfat. 

That $3.15 cents was a national average price. It is recognized 
that in some areas the price will be above that; that in some areas it 
will be below that for numerous reasons—the cost of processing and 
collection of milk will vary with the density of the cow population, 
with the labor rates, and a number of other things. 

Having determined the $3.15, the next question is, What are the 
appropriate purchase prices? Out of that hundredweight of milk you 
will get 8 pounds of nonfat dry milk and 4.82 pounds of butter. 

From the support price of milk and marketing margin we calculate 
a gross return to the processor at the point where the Commodity 
Credit Corporation takes it over. 

_ One of the most difficult elements of this situation is the determina- 
tion of an appropriate processing and marketing margin, including 
whatever profit is reasonable. 

Over all the years we have assumed that the best way to determine 
that is to see what has been taken on the average in the past, assuming 
that we do have a competitive economy, and that what has been taken 
is Whaé will be taken and what is reasonably appropriate. 

Mr. Rerce. This is a much more difficult program to administer, 
rossibly, than some other programs. Take in the case of our tobacco, 
Mr. Chairman, the Commodity Credit Corporation makes a contract 
with some organization to administer the support program. In that 
case they go on the market. And if the grower of tobacco on the 
market does not sell for the-price support, say, 40 cents a pound, the 
one who administers the support program under contract with the 
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Commodity Credit Corporation steps in and pays the farmer 40 cents. 
So the farmer does get, in the case of tobacco, the support programs 
in any event. ha 

Tt is true after the organization that administers the support pro- 
gram has bought the tobacco at the support price, 40 cents a pound, 
they store it and it might sell at a very considerable profit. Usually it 
is a cooperative organization of some kind that administers it. 

The Siniomenth is not too much concerned that he sells it at a profit 
if the farmer has gotten the support program. That is what I was 
interested in in this case, if there is any way of following it back 
through and in a reasonable degree seeing that the producer of milk 
wider this program gets what is considered the support price program. 

Mr. Anperson. There are two ways that he can do it. He can do 
it the same way that you suggest. 

While the individual farmer cannot deal directly with the Com- 
modity Credit Corporation, the Congress and several State legislatures 
have provided cooperative laws whereby the farmers can organize 
themselves into cooperatives, if they wish, to process and sell directly 
to the Commodity Credit Corporation. So by taking this one addi- 
tional step, the farmer can do it. 

Congress recognized this problem in the Agricultural Act of 1954 
and provided the Commodity Credit Corporation with the authority 
to require a certification that these farmers did get that. That says 
whenever practicable. 

The Department has made an intense study of that. Some of it is 
reported in this study, House Document 57. The problem there is this, 
that in most places we have found—there are not many—where farm- 
ers are getting less than the support—and we find such places—the 
general situation seems to be that those processors are not selling to 
the Commodity Credit Corporation anyway. So a requirement of 
certification would be completely meaningless. All I can say, sir, is 
that this is a very difficult problem. We have been struggling with 
it. Congress did recognize recently in the passage of the Agricultural 
Act of 1954 that situation. 

Mr. Reece. We recognize it as a difficult problem. That is all. 

Mr. Reuss. Your conference with Dean Froker, of the Wisconsin 
College of Agriculture immediately prior, I gather, to the preparation 
of this program, when was that, in February or March in 1954? 

Mr. Anverson. I would have to look at my travel record. I could 
find out from that. I imagine it was in February. 

Mr. Reuss. Who was present at that conference? 

Mr. Anverson. Mr. C. J. Berst. 

Mr. Reuss. He is on the list ? 

Mr. AnvErRsON. Yes. 

Mr. Reuss. Anyone else present ? 

Mr. Anverson. I think not, unless the dean had somebody from his 
own staff. Milo Swanton may possibly have been there. I do not 
remember. Mr. Swanton is the executive secretary of the Wisconsin 
Council of Agriculture, which is an organization of Wisconsin cooper- 
atives, not only dairy, but other cooperatives as well. 

_Mr. Reuss. Of:course, you know actual dairy farmers or representa- 
tives of dairy farmers, other than in their cooperative capacity, were 
not at that conference? se 
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Mr. Anperson. Well, Swanton would be a representative. No; I 
do not recall any dairy farmer being there. 

Mr. Revss. I think that is all. 

Mr. Hourzman. Mr. Anderson, on March 29, 1954, before a sub- 
committee of the Appropriations Committee of the Senate, on page 
331, Senator McCarthy was talking about this problem, and ‘he said: 


I cannot understand in what way— 

talking about this Da—112 situation— 

it helps the farmer, and I cannot understand in what way it is necessary. 
Further down the page he said : 


I understand there were 26 million pounds bought and sold in a matter of 
hours. How much butter there was I do not know. I talked to some of the 
individuals concerned, who are happy, of course, about getting this great wind- 
fall. The stuff never left the warehouse, and they did not intend to do anything 
about it except to sell it to the regular trade, anyway. After making a profit of 
a little less than 3 cents a pound on cheese, they proceeded to sell it at the same 
price they were selling it the day before. 

And he indicates there must be some explanation, and he calls for 
an explanation of it. I see that subsequently, as a result of a request 
from Mr. Wheeler that you then furnished him with more or less the 
same statement that we have here. 

Mr. Anverson. The same statement; yes, sir. 

Mr. Hotrzman. Have you given this matter since that time, since 
March 29, 1954, any greater consideration in view of the questions that 
have been raised cont inuously about this program ? 

Mr. Anverson. We have not made any y particular study of this prob- 
lem, on the assumption now being at 75 percent of parity it seems 
wnlikely that the problem will ever arise again. 

Again, our forecasting on that point can be bad. 

Wo did give it this consideration in that our present purchase pro- 
gram, that is, the regular purchase announcement now provides for the 
purchase of small st tyles of Cheddar cheese. So we will never be faced 
with the problem of m: iking that kind of a change in the program 2 or 
3 days before it is over. We have studied that. “We have decided that 
the program will work better. It will be of more benefit to farmers 
if we stand ready at all times to buy the smaller styles. We buy them 
now without limit. 

[t is late in the afternoon, and just as a matter of, well, I do not 
know just what it is—one of the problems that occurred in this, that 
we did not think about when we changed the announcement, related 
to the purchase of the kind of cheese that was given to the President 
yesterday, I understand a 800-pound block, and we were offered several 
carloads of those which we refused to take without consulting the 
counsel on the grounds that they are not a commercial product. 

Fortunately, we never had to ask the counsel to support us in that, 
but I am afraid the way that we wrote Da-112, we might have had 
to buy it. 

That, sir, is the only change we have made in the program, and about 
the only study we have given to it is in the inclusion of the small styles 
in the hope that we never have a drop of that kind again. 

Mr. Hotrzmax. Do you feel that there is no possibility of avoiding 
a $2,500,000 quick profit to the processors? Do you feel that there is 
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no possible way that we can give that to the farmer who is supposed 
to be the real beneficiary and the sole beneficiary of it? 

Mr. Anperson. My only argument is that the farmers got the $234 
million in the months before. When that cheese was being made the 
price of manufacturing milk for example was running $3.56 in April 
1953. If the cheese had been made in April 1953 he was paid on the 
basis of $3.56. If the cheese was made in March 1954 the farmer was 
paid on the basis of $3.34, or 22 cents less. 

I cannot prove it to you, but it is my own thought—that is all I can 
give vata we were simply returning to the processor money that 
he had previously paid out to the farmer, because the Commodity 
Credit Corporation had stated that for the 12 months, from April 1, 
1953, to March 31, 1954, the Commodity Credit Corporation stood 
ready to purchase from any one cheese assembled in carlot that met 
U.S. grade A. 

And I will say, had the processor turned that cheese over to us in 
April of 1953, the question would never have come up. He would 
have made more money than he did in turning it over to us in March 
of 1954. 

Mr. Fountain. Right there then, Mr. Anderson, you said the 
farmer had already rec ceived $2,500,000 months before. Then this pur- 
chase-resale agreement amounted to reimbursement to the manufac- 
turers for what they had already paid the farmers, and, therefore, a 
subsidy to the manufacturers? 

Mr. Anperson. It was a repayment to the manufacturers for the 
additional amount that they were forced to pay for milk because of the 
price-support program. 

Of course, I have to assume that the purchase of these products in 
creases the price of milk, or I certainly would have to recommend to 
the Secretary of Agric ulture that he come up to the Congress and ask 
for a different law. That is, I am operating on the assumption, sir, 
that the fact that the Commodity Credit Corporation stands ready 
to buy cheese at 37 cents a pound when the market would not sup- 
port 37 cents a pound, results in enough competition for the pur- 
chasers of milk to force the buyer of milk from the farmer to pay more 
than he otherwise would. 

Without the price-support program, the market price instead of 
being 387 cents would have been—I do not know what—35 cents, 34 
cents, whatever it is, and the price to the farmer would have been 
that much less. 

Mr. Founratn. If the farmer had already received that $2,500,000, 
then one of the primary purposes of the purchase-resale agreement 
was to reimburse the manufacturers for what they had already paid 
to the farmer, rather than to provide a fair price in the future to the 
farmers for their product ? 

Mr. ANperson. It was to provide a fair price to the farmer during 
that period for which this particular program was announced; yes, sir. 

Mr. Reuss. I am having arithmetic troubles. I am laboring under 
the impression which I cannot shake that the processors got theirs 
twice out of this. Let us have you disabuse me of this, if I am wrong. 

When this program started—when was it, in 1949? 

Mr. Anverson. The Agricultural Act of 1949, the first program, 
wes announced February 8, 1949, and that was to purchase butter 
only. 
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Mr. Reuss. It started on cheese at 3134 cents sometime in 1949, 

Mr. Anperson. Around mid-1949. 

Mr. Reuss. Whenever it was, it was on a date certain. On that 
certain day you suddenly started age Sy processors and manu- 
facturers, guaranteeing them a price. Then you go along for 1949, 
down to March 1954, and you bail out the processors, because you say 
they have been fixing up the farmer. It has been trickling back and 
that all happened before, and this is only simple justice. I do not get 
it. I do not get what happened back before the starting day in 1949, 
whenever it was. 

I think the manufacturer has been getting his twice. You bail 
him out at the end, but he never had to pay the farmer at the begin- 
ning and because on that particular day you said, “All right. Now, 
Mr. Processor, you are getting a guaranteed price for your cheese.” 

Mr. ANverson. Why did we start buying cheese in 1949? 

Mr. Reuss. Because you wanted to raise the price of fluid milk by 
this indirect and thoroughly understandable method, but it did not 
have that effect retroactively. 

On July 1, 1949, if that was the date, you started shelling out in 
July. Well, that trickles back to the farmer maybe by August 1 or 
July 15. So that if you come along to 1954 and say, “We are going 
to make the manufacturer whole, because he has paid the farmer for 
periods back of the date on which we have elected to make the manu- 
facturer whole,” I think you are making him whole twice. 

Mr. Anperson. You are probably right, sir, that the manufacturer 
had bought some cheese prior or had in his inventory some cheese prior 
to, I guess, July 27. 

Mr. Reuss. Whenever the date was. 

Mr. Anpverson. So he had some cheese that he had in inventory 
and insofar as we raised the price at that time he did get some benefit 
on that cheese that he had in inventory back there in the middle of 
1949. That is probably correct. 

Mr. Reuss. Therefore, I am strongly drawn to the conclusion that 
$2.5 million in March 1954 did not really help the farmer at all, 
but just fixed the manufacturer a second time. He should have been 
fixed up once, I grant you, but not twice. 

Mr. Anpverson. I think that if I could find the yellow sheet we 
could find the time we fixed him up even better than that. 

One time we had a sharp increase for some reason that I do not know 
about, when we were forced, or I assume we were forced for the reason 
I do not recall at the moment to lift our price, the purchase price. from 
31 cents for the marketing year of January 1, 1950, through March 
$1, 1951, to 36 cents for the next 12 months. We could think of no 
way to avoid that increase accruing to the inventories on hand prior 
to that increase in price. That is the particular period I would sug- 
gest as supporting your argument strongly. 

It was a problem that was struggled with not only by the Commod- 
ity Credit Corporation, but the Office of Price Administration. 
Whenever you raised a purchase price. or whenever you raised a ceiling 
price, how do you prevent a windfall again, if you want to call it 
that ? 

T admit we have not figured out any way. I say as yet we have not 
conceived any way to announce a purchase program for 12 months 
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and have that followed by a sudden drop in price without having 
these people sell to us right at the close. 

Mr. Reuss. It looks as if the processors have made a windfall gain 
when the parity or support price went up and made a windfall gain 
when the support price went down. 

Mr. Anperson. They broke even when it went down, I hope. 

Mr. Reuss. They broke even except for that first month’s basis. 

Mr. Anperson. Way, way back. 

Mr. Ho.rzman. It is good they broke even, because they probably 
needed the money. 

Mr. Anpverson. I think some of the small ones did, sir. I rather 
suspect the two big ones would have survived. 

Mr. Founrarn. In that connection, let me ask you this: Was it 
brought to your attention that many of the manufacturers prior to 
April 1 were paying prices to the farmers for their milk on the basis 
of cheese support prices which were to go into effect after April 1? 

Mr. Annerson. That is one of the primary reasons I think we sug- 
gested this morning for modifying our inspection and grading 
requirements. 

Mr. Fountain. In that connection, at this point, I might put into 
the record, for whatever it may be worth, some testimony appearing on 
page 930 of the Senate hearings on Agricultural Appropriations for 
1955, and I understand this testimony was given on February 23, 1954. 

Congressman Laird was questioning Mr. Davis, whom I assume is 
Mr. John Davis, Assistant Secretary of Agriculture and here is the 
way this testimony runs: 

While we are discussing this matter of marketing returns, I wonder, Mr. Davis, 
if you are familiar with what happened on the Plymouth cheese market on 
Friday, when the Plymouth cheese market dropped to reflect the new support level 
which was announced by the Secretary of Agriculture? 

Mr. Davis. No; Iam not. 

Mr. Larrp. Of course, what that means is that the farmers in my district as of 
today are being paid for their milk on the basis of the cheese support price which 
does not go into effect until after April 1. Kraft made the only sale, according to 
my information on the cheese market on Friday to set the price for milk which 
farmers are going to be paid in my district all the way through April 1. In 
making the sale from 1 company to another company, the only offering was 2 cars. 
They set the price of cheese and took about $400 per car out of the pockets of 
every farmer in my district, according to this newspaper story in the Marshfield 
News Herald. It was my understanding that the agricultural support legislation 
which we have on our statute books at the present time was enacted for the bene- 
fit of the farmers, the producers of the milk. 

Mr. Davis. That is right. 

Mr. Larrp. It seems to me it is necessary for the Department of Agriculture to 
take some action here. I am pleased to learn that you agree with me and look 
forward to favorable action on the part of Agriculture. There never has been a 
time when a commodity has been so drastically reduced in support level as dairy 
products were with the announcement of the Secretary which was made this 
month. Having the price reflected on the February 19th cheese exchange in 
Plymouth means that the farmers are not going to get the benefit to April 1, 
unless the Department of Agriculture takes the action I recommended in my 
letter of last week. 


With respect to inspection, I would like to put into the record some 
statements appearing on page 1557 of those same hearings on appropri- 
ations for the Department of Agriculture for 1955. 

Mr. Laird says: 


I want to know in my own mind why cheese production price in March should 
have not the usual inspection. The way some people read the order they felt 
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cheese that was produced 6 or 7 months ago, and which has not been inspected, 
and has been put into storage to age could be sold during the month of March, in 
the last 2 weeks of March, even though it had never been inspected and could be 
repurchased in April at the lower support price. 

Will this encourage people who perhaps have cheese that would not stand 
Federal inspection and had been placed aside for aging to sell their cheese during 
the last 2 weeks of March and to turn around and repurchase it in April before 
an inspection is ever made? 

Mr. McConNneELL. You understand, Mr. Laird, that I am not too familiar with 
the operation itself. It was discussed very fully. The inspection was almost 
completely bogged down because of the volume coming in. Putting this cheese 
in would add to the load on the inspection force. All of this that was to be done 
was to be done subject to inspection at a later date—I am not sure that I under- 
stand everything about it. 

Do you have any comments to make on that? 

Mr. Anprerson. I simply can assure you that whoever led Congress- 
man Laird to believe that cheese would be purchased without inspec- 
tion was just not informed. All of the cheese was inspected, and all 
of the cheese had to pass inspection. As Mr. Ommodt has indicated, 
some of it did not pass. And if it did not pass it was not purchased. 

Mr. Founrarn. Who is Mr. McConnell ? 

Mr. Anperson. Mr. McConnell is now the Assistant Secretary of 
Agriculture. At that time he was Administrator of the Commodity 
Stabilization Service. 

Mr. Fountain. We have to answer a quorum call. We will recess 
for 15 minutes. 

(Short recess. ) 

Mr. Founrarn. The meeting will come to order. Mr. Anderson, 
there is one question that I would like to ask you that is perhaps only 
indirectly relevant to the problem we have here. 

I would like to ask you this: Now that parity price support on milk 
dairy products has been reduced from 90 percent to 75 percent, what 
is your opinion as to whether or not it would have been better to have 
reduced the parity price support a little earlier than it was done and 
to have reduced it from 90 percent, say, to 85 percent, and then after 
another period of time had elapsed, from 85 percent to 80 percent, and 
then from 80 percent to 75 percent, rather than for such a sudden drop 
to take place from 90 percent to 75 percent ? 

Mr. Anprerson. Looking backward, I suppose that that would have 
seemed appropriate, but as late as the fall of 1952 most of the people 
in this country thought that we were in for a period of milk shortage. 
When the support level was established in the spring of 1953, as I 
remember it, the estimates of milk production that were being made 
were in the neighborhood of—it seems to me that it was 117 million— 
it may have been 119 million pounds, and it turned out to be much 
more than that, but when the support was established in the spring of 
1953, the facts then available seemed to well justify the 90 percent. 
Forecasting milk production in recent years has become very difficult, 
for some reason or another. 

I think it is partly due to the technological changes, artificial insemi- 
nation, some difference in crops. And we are running into somewhat 
the same problem this year. 

I run into some people in industry recently who seem to think that 
we may be somewhat short this fall. I sincerely hope they are right, 
but I cannot quite bolster those hopes with what I know. 
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I think looking backward that that might have been a sensible thing 
to do. As we saw it at the time, what was done seemed to be 
appropriate. 

Mr. Fountarn. Had that formula been used, do you think that 
would have eliminated the situation which arose as a result of this? 

Mr. Anverson. The drop in the cheese purchase price had never 
been more than 2 cents. With our selling price 2 cents over our pur- 
chase price, it certainly would not happen. And I suppose even 21, 
may be approaching 3-cent decrease might have avoided the situation. 

Mr. Naventon. When Da-112 was issued on March 9, 1954, under 
that order you offered to buy and resell any cheese that was offered, 
did you not, provided it met the qualifications you set up? 

Mr. Anperson. On March 12, 1953, in the public announcement 
which was a press release dated March 12, we said in carrying out 
the program to maintain producers’ price of milk, and butterfat, the 
Commodity Credit Corporation will offer to purchase the 3 dairy 
products in carlot quantity during the period April 1, 1953, through 
March 31, 1954. 

Mr. Navcuton. And under Da-112 you would take any cheese that 
the processor chose to offer under the purchase resale program, rather 
than as a straight sale, would you not? 

Mr. Anpverson. We would take anything they offered under this 
and under Da-112, if they said at the same time, we want to buy 
it back. 

We gave them the exclusive privilege to buy it back. That is 
correct. 

Mr. Navuewron. And you agreed to pay the offerer the 23, cents 
a pound difference on all of the cheese that was submitted to you 
under Da-112? 

Mr. Anverson. Yes. 

Mr. Naveuton. Any manufacturer who had an inventory of cheese 
in March would be rather foolish not to take advantage of this op- 
portunity to get 234 cents a pound on that inventory, would he not? 

Mr. Anverson. That is what we assumed when we wrote Da-112. 
We assumed that knowing the price was going down in this amount 
that they would offer us all of the cheese they could possibly scrape 
up. 

Mr. Naueuron. Because they had a guaranteed profit of 234 cents 
a pound without any risk. 

Mr. Anprerson. We had given them on March 12, 1953, a guaranty 
that we would pay them 37 cents for the cheese and we had established 
over a period of years the principle of always offering that back at 
2 cents up. And those two principles that had been established long 
before March 1954, did result in this difference between 3414 cents 
and 37 cents. 

Mr. Naveuton. But any manufacturer could sell you his inventory, 
and the chances are that he would be foolish not to. 

Mr. Anperson. They seemed to think that way; that is right. 

Mr. Horurzman. You think that way, too; do you not? 

Mr. Anperson. What do I think? 

Mr. Hottzman. That they would have been foolish not to sell the 
cheese to you for 37 cents and to buy it back for 34 and a fraction 


scents ? 


Mr. Anperson. Yes; I agree. 
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Mr. Navucuton. In a normal purchase where you were purchasing 
cheese under Da-100, you would give the manufacturer a check for 
37 cents a pound for all of the cheese he delivered to you ? 

Mr. ANperson. Yes, sir. 

Mr. Naveuton. And in this particular sale the purchase resale under 
Da-—112, you did not give the manufacturer a check for 37 cents a pound 
for all of the cheese delivered ? 

Mr. Anperson. That is right. 

Mr. Navueuron. In a normal sale when you sold cheese for 3414 
cents a pound you would receive a check from the manufacturer for 
3414 cents per pound for all of the cheese you sold him; is that correct? 

Mr. Anperson. A certified check. 

Mr. Navuenton. I think that is very cautious of you. 

In a normal purchase under Da-100, the cheese would be delivered 
to the Government ? 

Mr. Anperson. We would take title to the cheese where they offered 
it to us. 

Mr. Naveuton. But it would be delivered to the place that you 
designated ¢ 

Mr. Anperson. No; we would deliver it to that place. 

Mr. Naueuton. However, you would take physical possession of the 
cheese ? 

Mr. Anperson. We would take possession of it. 

Mr. Naveuron. And in this resale purchase transaction under 
DA-112 you did not take physical possession of the cheese ? 

Mr. Anperson. That is correct. 

Mr. Naventon. When Commodity Credit Coropration owns some 
property which is in storage, they normally pay storage on it, do they 
not ? 

Mr. Anperson. Yes,sir. That “normally” stopped me a little while, 
because we have one fellow who claims that we are a little behind in 
our payments, and I was wondering whether there was any significance 
to that “normally” for a while. 

Mr. Naventon. But vou do not get any free storage? 

Mr. Anperson. No, sir. 

Mr. Naveuton. In this transaction, however, you did not have to 
pay any storage? 

Mr. Anperson. No; we did not pay any storage. 

Mr. Naventon. So it would be safe to say there were a number of 
significant differences between the purchase and resale as opposed to a 
normal purchase and normal sale; the ones we have pointed out ? 

Mr. Anperson. Those differences prevail. 

Mr. Naventon. Would it be accurate to say that in essence that this 
really was instead of being a purchase and sale, this really was more in 
the nature of a subsidy payment ? 

Mr. Anperson. No, sir. 

Mr. Naventon. Well, the effect was the same as though you had 
paid 234 cents subsidy, was it not ? 

Mr. Anverson. Well, the significance from a practical standpoint, 
and as I understand it from a legal standpoint, is that in what some 
people are recommending to the Congress. 

Mr. Navourton. I am going to get to that in a minute, if I may. 

Mr. Anperson. This was a circumstance where with no action on 
our part they could have sold it to us—we could have taken it—we 
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could have written a check for 37 cents, they could have bought it back, 
and we could have insisted on a cashier’s check for the 3414 cents. 
Seeing no need for all of these involvements, we thought we simplified 
things, and we accomplished exactly what would have been accom- 
plished in the absence of Da-112 in a somewhat easier fashion. Maybe 
we did more than that. That is what I thought we were doing. 

Mr. Naucuron. But the practical effect was the same as it worked 
out as if you had said to the manufacturer, “We will pay you 2%, 
cents on all of the cheese that you have in your warehouse which 
qualifies.” 

Mr. Anperson. If you are going to ask later about the recommenda- 
tions for a general subsidy, I will discuss it—what I think the signifi- 
cant difference is. ; 

Mr. Naveuton. There would not be any significant difference in 
the way it worked out. You gave the manufacturer a check for 234 
cents a pound times the number of pounds of cheese he had, did you 
not ¢ 

Mr. Anperson. The very significant difference to me is that in those 
plans that have been recommended by certain groups, those plans that 
some people say are authorized by the Agricultural Act of 1949 and 
the Agricultural Act of 1954 is that they would provide for a payment 
on every single pound of product produced that qualified. To me it is 
significant that these payments were made only on that product with, 
say, maybe the exception of small styles that under regular procedures 
could have been sold, could have been later purchased from the Gov- 
ernment. If this program had been one that would have induced or 
made it possible or profitable for every single pound to have been 
sold and repurchased, then I would say that we were doing something 
that was not authorized by either the Agricultural Act of 1949 or the 
Agricultural Act of 1954. 

Mr. Hourazman. May I suggest at this point that no one has yet 
suggested that you cialsael either the spirit or the letter of the act. 

Mr. Anperson. I had thought Mr. Naughton was trying to suggest 
and ey so—I have no quarrel with him—that there is no dif- 
ference between this and what we have had to write reports about on 
purchase and resale plans, wash-sale plans, subsidy plans. I am sorry 
if I went a little afield on it. ; ; 

Mr. HottzmMan. We will get to that in time. 

_ Mr. SHuvtman. I think that Mr. Naughton has before him an opin- 
ion of the Attorney General in which the Attorney General reaches 
the same conclusion that the General Counsel’s office had reached. 

Mr. Hoirzman. This is very confusing to me as a practicing lawyer. 
Please do not put in your defense until the charge has been made. — 

Mr. Naveuton. The effect of this purchase-resale contract was that 

you ended up sending a check for 234 cents a pound to the manufac- 
turer on all of his eligible cheese; is that correct ? 
_ Mr. Anperson. Yes; that he offered it to us, and we accepted; yes, 
sir. p 
Mr. Naveuton. And if you had had a subsidy of 234 cents a pound 
on all eligible cheese, then you would have also sent a check for 23/, 
cents a pound subsidy for the eligible cheese; is that correct ? 

Mr. Anverson. Well, I am sorry, sir, that I am back to this same 
problem, because eligible cheese is all cheese produced that would 
grade Grade A. That quantity of cheese is vastly greater than the 
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poundage of cheese that the Commodity Credit Corporation bought in 
any particular year. That is where I am having a little trouble with 
the term “eligible,” I guess. Certainly, I will have to agree, Mr. 
Naughton, that we did write checks equivalent to 234-cents a pound 
times 86.6 million pounds. That we will ail have to agree to. 

Mr. Founrarn. Actually the offer to sell you and then your pur- 
chase and the resale to them was more or less a perfunctory act, was 
it not—it was paper work ? 

Mr. Anperson. Yes, sir. 

Mr. Hourzman. You testified in response to the chairman’s question 
before that actually this payment was intended to reimburse the proc- 
essor ; is that not correct ? 

Mr. Anperson. That is the effect it would have. 

Mr. Hovtzman. All right; now you can proceed. 

Mr. Naventon. I think this is what you have been waiting for. 

Mr. Hourzman. We do not want to disappoint you. 

Mr. Naveuron. The dairy industry has been advocating for some 
time, have they not, a purchase resale program for support of cheese 
prices ¢ 

Mr. Anperson. Certain elements of the dairy industry. 

Mr. Naventron. Among those elements is the dairy industry com- 
mittee; is it not? 

Mr. Anperson. Where the dairy industry committee stands at this 
moment, I am not qualified to say. 

Mr. Naveuton. They did at one time advocate it? 

Mr. Anperson. I understand they did at one time. 

Mr. Naveuron. Did they ever approach you on it? 

Mr. Anperson. No, sir. 

Mr. Nauenuron. Do you know W. A. Wentworth ? 

Mr. Anperson. Yes, sir. ; 

Mr. Naueuron. He is chairman of that committee; is he not ? 

Mr. Anperson. Melvin Brightman. I understand that Mr. Went- 
worth has at times been spokesman before certain congressional com- 
mittees for the dairy industry committee. 

Mr. Naveuton. This committee is composed of a large number of 
manufacturers and processors, and no farmers; is that correct ? 

Mr. Anprerson. I would rather have the committee speak for itself 
on that point. The dairy industry committee is made up in the main 
of processors and distributor groups. The Milk Industry Founda- 
tion, and the Evaporated Milk Association, the American Dry Milk 
Institute, the International Ice Cream Association, the American 
Butter Institute, and the National Cheese Institute, and I am not sure 
that I can give you the official name of the supply group. Recently, 
I understand the National Creamery Association has joined that 
group, and I understand that that association does contend that they 
also represent producers, but they are much more qualified to speak 
for themselves than I am. 

Mr. Navenron,. I realize that. We just want to get what informa- 
tion you can offer on it. 

To your knowledge, is Mr. Wentworth an official of the Borden Co. ? 

Mr. Anprrson. I understand he is retired. 

Mr. Naverron. He was an official ? 

Mr. Anperson. He was. 
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Mr. Naucuton. Has Mr. Wentworth at any time approached you in 
regard to a purchase-resale program ? 
Mr. Anverson. Not that I can recall. 
Mr. Naventon. Do you know if he has talked to the Secretary 
about such a program ¢ 
Mr. Anperson. I would have no way of knowing. 
Mr. Naventon. The Secretary has at times proposed such a program 
or given it consideration ; has he not ¢ 
Mr. Anverson. All of those programs are given consideration in 
; this House Document 57, which was a study of all of these plans that 
| was required by the Agricultural Act of 1954. 

Mr. Naventon. I think at this time, Mr. Chairman, if I may, I would 
like to read into the record a news items regarding the dairy industry 
committee which may reflect some light on this proposition. ‘This is 
a United Press dispatch of March 19, 1954. 

This is not the complete dispatch. I only have a part of it. 
Referring to the dairy industry committee it states : 

The committee is composed of organizations representing processors and man- 
ufacturers of dairy products rather than dairy farmers. Under its plan— 
they are referring now to a plan that the dairy industry committee 
proposed to Congress— 
the Government starting April 1 would buy up all of the butter and cheese pro- 
duced in the country at the new and lower support prices of 57 cents a pound 
for butter and 32.25 cents for cheese. Then it would immediately resell the 
products to the trade at 42 cents and 26 cents a pound, respectively. It also 
would move into market channels at those prices if it could all of these vast 
surpluses of butter and cheese it now holds. W. A. Wentworth, committee spokes- 
man, and an official of the Borden Co. of New York, explained that the purpose 
of the subsidy plan would be to dispose of those vast surpluses. He estimated 
the Government on April 1 would hold $226,380,000 worth of butter and 
$127,650,000 worth of cheese. 
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And then there are some figures about the probable cost of this 
3 program. 
Mr. Wentworth said new legislation is necessary to authorize the purchase 


and sell-back program. He says Benson does not have authority to sell butter and 
cheese on the American market for less than he pays for it. 


Continuing, this may be of some interest : 

The proposal got a cautious reception from the House committee. Chairman 
Hope said he wondered what would happen when the surpluses disappeared and 
the price had to go up again. Representative Harold D. Cooley, Democrat from 
North Carolina, said it sounded like the old Brannan plan subsidy which Congress 
cold-shouldered 5 years ago. 

Mr. Anperson. Just to be sure, I think Mr. Wentworth misinter- 
preted the Agricultural Act of 1949 when he said that the Secretary 
did not have authority to sell back at prices less than we paid for 


poor: 


them. 
I think there is no restriction in the Agricultural Act of 1949 of 
"§ what we can sell for. 


Mr. Hourzman. Suppose we hear from counsel on that. 
Mr. Suutman. I think Mr. Anderson correctly stated the law. 
Mr. Hotrzman. Mr. Cooper, do you join? 


H Mr. Cooper. Yes. 
3 Mr. Naveuton. Now, this purchase-resale program was proposed 
by Mr. Wentworth for the dairy industry committee and by some 
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other people. I think Mr. Reed, of the National Creamery Associa- 
tion also advocated it. 

Mr. Anverson. As I understand it, Mr. Otie Reed, who testified 
before Congressman Abernethy, of the National Creameries Associa- 
tion until recently was advocating rather strongly such a plan. I 
do recall now, too, that Mr. Brightman did leave with me some months 
ago an analysis, something like this that you have mentioned Mr. 
Wentworth discussing. It is about a one-page analysis. I believe 
at one time Mr. Brightman did leave with me that. I had forgotten 
about it. 

Mr. Naveuron. This purchase-resale program, as proposed by the 
dairy industry has not been put into practice, that is correct; is it 
not ¢ 

Mr. Anpverson. As I understand it, it is not authorized by law. 

Mr. Naueuton. The reason that this purchase-resale program or 
one of the reasons, at least, that it was not put into practice was that 
the Solicitor of the Department of Agriculture issued an opinion 
stating that under the present law it was not authorized, is that 
correct ¢ 

Mr. Suutman. That is correct. 

Mr. Naveuton. The matter was referred to the Attorney General 
and I believe that in June 1954 the Attorney General concurred with 
the Solicitor and said that this type of purchase-resale program was 
not authorized by law. 

Mr. Suutman. The question submitted was whether in lieu of mak- 
ing loans on or purchase of dairy products, the Department of Agri- 
culture could simply offer to pay processors a subsidy measured by the 
difference between the prevailing market price and a price for dair 
products which would support, which would reflect the support level. 

Mr. Hotrzman. Is this, sir, an opinion on the Solicitor’s part that 
you are giving us now? 

Mr. Suutman. The Solicitor’s opinion. 

Mr. Houirzman. All right, fine. 

Mr. Suutman. That was the question presented. Our answer was 
that under the law we were obligated to confine our price-support 
activity to loans on or purchases of dairy products, and that a straight 
subsidy payment program was not permitted. 

The program that was envisaged in that question was a program 
under which every pound of cheese, every pound of butter, every 
pound of dry milk would be subsidized. The market price would seek 
its own level, and the Government, by a subsidy payment to processors 
would make up the difference between a price that would permit them 
to pay the support level and the prevailing market price for dairy 
products. It was our opinion then, and it still is our opinion, that 
such a program is not authorized by the law. 

Mr. Navewton. Am I correct in saying that the important factor 
here was not how much cheese was purchased or what level the sub- 
sidy was given at, but the fact that it was illegal to make direct subsidy 
payments to processors ? 

Mr. Suutman. The basis of the opinion was that our authority 
under the law was limited to making loans on or purchases of dairy 
products, and didn’t permit us to support prices by making outright 
subsidy payments to processors. 
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The opinion was not concerned with the operation that is involved 
in announcement 112. 

Mr. Naveron. Then the Solicitor of the Department of Agriculture 
has never ruled that the payments made to manufacturers under 
Da-112 are legal? 

Mr. SuutmMan. We approved the program. 

Mr. Naveuton. Have you made a ruling as to whether this was or 
was not actually a subsidy rather than a purchase and resale. 

Mr. Suutman. The Solicitor’s Office of the Department of Agri- 
culture, now the General Counsel’s Office, approved Da-112. 

Mr. Hourzman. Mr. Chairman, the question was just asked whether 
you found this to be a contract rather than a subsidy in arriving at 
your conclusion that Da-112 was O. K. so you would necessarily have 
to arrive at that opinion before you came to your conclusion, isn’t 
that so? 

Mr. SHutman. We concluded this was a legitimate purchase and 
resale of dairy products. 

Mr. Hotrzman. Therefore in essence you also concluded that this 
was not a subsidy, isn’t that so? You would have to conclude that, 
would you not, sir? 

Mr. Siena. If you conclude that every time you sell a product 
for less than what you paid for it that there is a subsidy involved, yes. 

Mr. Hourzman. I am talking about this product, and 1 am talking 
about what your conclusion was now. 

Did you find as a fact, did you find as a fact that this was not a 
subsidy ? 

Mr. Suutman. We found as a matter of law, at least it is our opin- 
ion, that this was a legitimate purchase and legitimate resale. 

Mr. Hourzman. I am sorry, sir, that does not answer my question. 
Did you find as a fact that this was not a subsidy payment? It seems 
to me that that is a simple question. 

Mr. Suutman. That was not an essential finding. The essential 
question was, Were we purchasing and selling dairy products legiti- 
mately ? 

Mr. Horrzman. Now, based upon the Attorney General’s opinion 
and your own opinion, you would necessarily have to find that it was 
not a subsidy payment in order to find that the transaction was legal, 
would you not ? 

Mr. SHutman. That is not correct, sir. 

Mr. Hourzman. Well, why isn’t it correct ? 

Mr. Suutman. Any more than it would have been correct if these 
dairy products had actually moved into warehouses at one price and 
we had resold them at a lower price. 

Mr. Hourzman. Why is that not correct ? 

Mr. SHu_MAN. We took a loss on them, yes. 

Mr. Horrzman. T want to know why that is not correct, if you can 
tell me. You said that it was not correct that you necessarily had to 
find that this 234 cents per unit was not a subsidy, that that was not 
an integral part of your ultimate conclusion. Why did it not have 
tobea part of your conclusion 2 
_ Mr. Suutman. Because the law authorized purchases, and it author- 
ized sales. 

_ Mr. Hourzman. But the law also prohibited you from paying sub- 
sidies to processors. 
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Mr. Suutman. No, not in words. The law merely said—— 

Mr. Hoxitrzman. The opinion did. 

Mr. Suutman. The conclusion stated on the last page of the opinion 
merely held that we are limited to making loans and purchases. That 
is what we were doing in this case. 

Mr. Hotrzman. That is on the last page. Now, let me read you on 
the first page, if you will bear with me. 

Mr. Suutman. Surely. 

Mr. Horrzman. I am reading from the first page of the Attorney 
General’s opinion, and we read: 

Section 201 (c) of the Agricultural Act of 1949: Directing support of the price 
of whole milk, butterfat, and the products of such commodities through loans on 
or purchases of the products of milk and butterfat does not authorize the Secre- 
tary of Agriculture to support the price of milk and butterfat to farmers by 
means of a program under which payments would be made to the processors of 
dairy products in an amount equal to the difference between the prevailing 
market price and a price for such products— 


et cetera. 

Now, that says specifically, that portion of it, page 1, not the last 
page, says that you are prohibited from doing something. Now, I 
ask you again, did you decide as a matter of fact or law or a combina- 
tion of both that this was not a subsidy payment. 

Mr. SHuLMAN. We simply decided that this was a legitimate pur- 
chase and resale. 

Mr. Hourzman. We are not talking about the legitimacy of the 
purchase and resale. We are talking about subsidies now, sir. Did 
you decide that this was not a subsidy and is that your position now 4 

Mr. SuutMan. My position now is this program was a perfectly 
legal program, that it involved a legitimate purchase and a legitimate 
resale, and that the opinion of the Attorney General and the opinion 
of our own office did not preclude this transaction. 

Mr. Hoirzman. What did you decide about subsidy? We know 
you claim it is a legitimate transaction, a legitimate sale and resale. 
What did you decide, if anything, about subsidy ? 

Mr. SuvtMan. We decided that this sort of a payment was not 
proscribed by the act. 

Mr. Houvrzman. Therefore, in essence, you decided that this was 
not a subsidy, is that correct ? 

Mr. Suutman. We decided that it was a legitimate purchase and 
resale. 

Mr. Hourzman. I am not playing with words, sir. In essence you 
would necessarily have to decide that this was not a subsidy because 
subsidies were proscribed under this opinion, were they not? 

Mr. SuvutMan. Well, sir, that is your conclusion. I can only tell 
you what we did decide. I can’t tell you what we didn’t decide. 

Mr. Houtrzman. In other words, you made no decision with respect 
tosubsidy whether it was or was not a subsidy. 

Mr. SuvutmMan,. Our responsibility was to decide whether this was 
a legitimate operation. We approved the operation. Necessarily we 
decided this was a legitimate purchase and a legitimate resale of the 
product. 

Mr. Hovrzman. And therefore not a subsidy; isn’t that so? 

Mr. SuunMan, It all depends on what you calla subsidy. If selling 
a product- — 
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Mr. Hourzman. I will leave that for some of the great legal minds, 
that is too rich for my blood. But in essence you must have decided 
that this was not a subsidy ; isn’t that so, sir? 

Mr. SuuntMan. No, it is not so. What we decided was that this was 
a legitimate use of the authority vested in the Secretary of Agriculture 
to support the price of dairy products by making purchases and to 
sell dairy products at a price that he determined. 

Mr. Hourzman. Let me see if I can put it to you this way. Had you 
decided this was a subsidy, would you have O. K.’d this type of trans- 
action ? 

Mr. SHuLMAN. Yes, we would have QO. K.’d this as a legitimate 
exercise of the Secretary’s right to make purchases of dairy products 
and to sell them at prices that he determined. 

Mr. Hourzman. Even if you had decided it was a subsidy ? 

Mr. SuHutMAN. It wasn’t necessary to decide that. We don’t decide 
what it wasn’t; we decide what it was. 

Mr. Hotrzman. Had you decided that it was a subsidy, as a man of 
great legal ability which I am sure you have 

Mr. Suutman. Thank you. 

Mr. Hotrzman (Continuing). With a wonderful talent for fencing, 
for which I congratulate you. Had you decided that this was a 
subsidy, what would your attitude have been with respect to this 
section ? 

Mr. SuuLtMan. Our attitude would have been that this was still a 
legitimate transaction because it constituted a legitimate exercise of 
the authority conferred by law to purchase dairy products and of the 
authority conferred by law to sell dairy products. 

Mr. Founra1n. What you are saying then is whether it was subsidy 
or not, inasmuch as the law authorizes the purchase or loans, it was 
legitimate. 

Mr. Suutman. Correct, sir. 

Mr. Hotrzman. In spite of the fact that 

Mr. Suutman. We were not passing upon what our opinion would 
have been had this been a program under which the entire production 
of cheese, butter, and dried milk powder had been made the subject of 
the proposed transaction, but here we were dealing with a temporary 
measure. It was not a change in the entire program. 

Mr. Hourzman. This law doesn’t permit temporary measures as 
T read it, this section. 

Mr. Suvutman. The law leaves the method of purchasing and the 
method of selling to the Secretary of Agriculture. 

Mr. Honrzman. And, sir, you say this in spite of the fact that the 
opinion reflects that 201 (c) does not authorize the Secretary to make 
subsidy payments. 

Mr. Suutman. That is correct. If the program that the Secretary 
proposed to carry out was a program involving making payments on 
all dairy products, or if he had asked us whether through the device 
of a purchase and resale program using that as a mere sham, I can 
escape the limitation, our answer might have been otherwise. But this 
was not that sort of a program. 

Mr. Horrzman. In other words, you feel this was a legitimate 
transaction ? j 

Mr. Suutman. I certainly do, sir. 
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Mr. Hourzman. Where the merchandise remained in one place, there 
was a bookkeeping transaction and somebody made $214 million, you 
feel that doesn’t come within the realm of sham? 

Mr. Suutman, | think what was done represented a proper exercise 
of the Secretary’s authority. 

Mr. Hourzman. All right, sir. I am mindful of your opinion. I 
would like to ask Mr. Anderson whether he was aware of this opinion 
of the Attorney General and the Solicitor General. 

Mr. Anperson. Not at the time Da-112 was issued. 

Mr. SuutmMan. This particular opinion was rendered in May. 

Mr. Hourzman. Were you aware of it when it was issued ? 

Mr. Anperson. Oh, at the time it was issued, yes. 

Mr. Hourzman. Did you, sir, make any inquiry with respect to this 
purchase and resale situation you had engaged in after reading the 
opinion of the Attorney General ? 

Mr. Anperson. No, sir. 

Mr. Horrzman. Didn’t you think that some problem was created 
here with respect to whether this constituted a subsidy payment or 
not ¢ 

Mr. Anperson. We had thought about that, sir, before we engaged in 
this operation. 

Mr. Honrzman. You didn’t get an opinion at that time, did you? 

Mr. Anprerson. No. 

Mr. Hourzman. So that when you finally got this opinion, did you 
make inquiry of anybody as to whether this resale and sale situation 
would come outside the provisions of 201 ? 

Mr. Anperson. I don’t know as we had any formal discussion after 
that. We have had this kind of a discussion for years, and have always 
recognized that if an operation of this kind w ould result in the pur- 
chase of all the production and the resale of all the production, it was 
not within the limits of the Agriculture Act of 1949 or of 1954. 

Mr. HourzmMan. ty ou say you decided that? 

Mr. Anverson. I don’t decide those things. I say that was the gen- 
eral consensus of opinion, I thought, with people with whom they dis- 
cussed these matters. 

Mr. Hourzman. Was there unanimity of opinion on this thing? 

Mr. Anprrson. I know of no difference of opinion. 

Mr. Hourzman. You know of no difference of opinion? 

Mr. Annrrson. No, sir. 

Mr. Horrzman. And the words “does not authorize” ain no 
doubt in the minds of anyone you spoke to about this transaction ? 

Mr. Anprerson. No doubt in the minds of anyone I have discussed it 
with. 

Mr. Hourzman. The question as to whether or not this would con- 
stitute a subsidy created no doubt in the mind of anyone with whom 

you discussed this? 

Mr. Anverson. No, not with respect to this transaction. 

Mr. Horrzman. How does this transaction differ from any other? 
Is it the quantity or the fact that you didn’t take all the cheese that was 
available? 

Mr. Anverson. An essential part of it. The difference is that this 
transaction In the main would have occurred under the original pur- 
chase announcement and the general policy of offering products back 
for sale at 2 cents with respect to cheese over the purchase price. 
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Mr. Fountain. It wouldn’t have been offered all at one time though, 
would it ? 

Mr. Suutman. If this program had never been announced, Mr. 
Fountain, and if we had restricted our purchases to cheese that moved 
into public warehouses and of which we took actual or constructive 
possession, and if the manufacturers who sold us that cheese later in 
the month of April decided they wanted to rebuy it and had rebought 
substantial quantities, I am not certain but what we would have 
handled our accounting with the manufacturer in much the same way 
that we handled it here. 

We may have struck a balance at the end of the month and issued 
him a check for the difference. Now is that a subsidy ? 

Mr. Hourzman. Mr. Chairman, let me answer that. I am not con- 
cerned about the bookkeeping method too much, except that Mr. Shul- 
man brought up the question of sham. 

What [ am concerned about is this has every earmark of being 
a subsidy to the processor, and it has every earmark in my opinion, 
in my humble opinion as a lawyer, of being in violation of section 
201 (c). 

And it is my honest opinion that no subsidy could be more clearly 
defined than this one, and my opinion is strengthened because you 
had such a problem, sir, in telling me on what basis you arrived at 
the conclusion that this was a legitim: ite transaction. 

Mr. Fountain. He arrived at it on the basis of the language in 
announcement Da—112 rather than the effect of the transaction. 

Mr. Hoitzman. Well now, I am sure, Mr. Chairman, that the Solici- 
tor General and the Attorney General are mindful of and concerned 
about the intent of Congress when they interpret any section of the 
law, and certainly that should have and probably did prevail in this 
instance. 

If we were to follow the intent of Congress, then frankly I don’t 
see how you could arrive at the opinion that you did. I have no fur- 
ther questions, Mr. Chairman. 

Mr. Naueuton. Mr. Shulman, when was the decision made by the 
Solicitor’s office or the General Counsel’s office that this was a proper 
transaction ? 

Mr. Suutman. The program was discussed with the members of 
our office, and I believe the press release announcing the program was 
approved by our office. 

Mr. Naveuton. So that your approval came sometime prior to 
March 4? 

Mr. Suutman. Yes, our approval was at the time the program was 
announced, or shortly before then. 

Mr. Navarro. Did the dairy industry approach you and : 
whether this would be legal ? 

Mr. SHutman. No, we had no discussions as far as I recall with 
the dairy industry. Did you, Mr. Cooper? 

Mr. Coorrr. No, sir. 

Mr. Nauenton. Then so far as you are concerned, this was not an 
attempt to do indirectly what you could not do directly, that is, pay 
a direct subsidy ? 

Mr. emanate, No, sir. 

Mr. Navcuton. Now this is purely a hypothetical question. If it 
were determined that the facts involved in this transaction did con- 
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stitute a sham sale rather than an arm’s-length transaction, and it 
was determined on the basis of the facts that this actually was a di- 
rect subsidy which was prohibited by the law, then would it be pos- 
sible for the Government to recover these payments that have Senn 
made ? 

Mr. Snutman. I would doubt whether there is any basis for re- 
covery. This is a legitimate transaction. The processors acted in 
good faith; the Government acted in good faith. 

Mr. Navewron. You have stated that you think it is a good faith 
transaction. But let’s assume for the purposes of this question that 
it was not a legitimate transaction, it was illegal. Then could the 
Government go in and recover or attempt to recover the payments 
that had been made? 

Mr. Suutman. I don’t think that I can answer that question with 
any degree of certainty. 

Mr. Naventon. You think then there may be a possibility that if it 
were an illegal transaction, the Government could recover the 
pavments? 

Mr. Suutman. Conceivably. I certainly wouldn’t state it to be my 
opinion that there is any basis for recovering. 

Mr. Naventron. Thank you. 

Mr. Founrarn. Mr. Anderson, just 2 or 3 more questions of you or 
any of the others with you who might want to answer. 

[ think I understand what your position is, and I appreciate the way 
in which you have endeavored to explain the situation to us. 

As T understand it from you as you interpret the law, you had a right 
to enter into this purchase and resale agreement. Technically maybe 
it was a purchase and resale agreement, but in spite of that in effect 
was it not actually a subsidy ? 

Mr. Anperson. I guess we would have to define what we mean by 
subsidy, sir. 

Mr. Founrtarn. Well, you said some time earlier that it was a reim- 
bursement to the cheese manufacturers for payments which they had 
already made to the farmers. Had you not entered into this purchase 
resale agreement, they certainly would not have made the $214 million. 

Mr. Anperson. Sir, why wouldn’t they? We had to, or it seems to 
me we were committed to buy all cheese offered up to March 31 at 37 
cents a pound. 

Now, suppose we had said after April Ist we will not sell any of this 
cheese at all. We would have written them a check for 37 cents a 
pound for 86 million pounds of cheese. 

Mr. Founratn. That’s right, and they would have continued to pro- 
duce, to manufacture processed cheese and put it on the market. 

Mr. Anperson. And of course this would have been a business deci- 
sion that they would have had to make. Their decision would be 
whether they would maximize their profits by selling this 86 million 
to the Government at 37 cents a pound with no chance to regain pos- 
session of the cheese, and continue their sales of what cheese they had 
in inventory, plus current production. 

And in April, aside from the fact that the cheese would have not had 
much cure on it, the production in April probably was in excess of 
consumption, but they chose rather to buy some of this back and to 
continue to sell us some of the April production. 
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The commitment it seems to me was made back in early 1953. The 
commitment we were carrying out in March of 1954 was made in March 
of 1953. 

Mr. Founrarn. You said that in your opinion, even if you had not 
had this particular agreement, they would have from time to time sold 
their cheddar cheese to the C ommodity Credit Corporation. 

Mr. Anverson. I say, if we had made our commitment on a shorter 
basis of time than the 12 months, it is my opinion that they would 
have sold the cheese to us earlier. 

Mr. Founrarn. But they wouldn’t have sold it all at one time. 

Mr. Anperson. No, no. 

Mr. Fountain. Or in such large quantities. 

Mr. Anperson. Under those circumstances it would have been dis- 
tributed out over-—— 

Mr. Fountain. And the amount of loss in all probability would not 
have been as great to the Government. 

Mr. ANpERsoN. It seems to me, sir, that it might have been a little 
greater because under those circumstances CCC would have had to pay 
storage on them for a longer period of time. 

And insofar as that procedure would tend to reduce consumption 
if it did at all, it would increase CCC purchases, and since at the 
moment we have no very great lucrative outlets for cheese that we 
now have on hand, it would have tended to increase CCC losses. 

Mr. Fountain. I wonder if by way of conclusion in a very brief 
summarized way you can tell us again just what the purpose ‘of this 
purchase resale agreement was. 

Mr. Anverson. The Secretary of Agriculture is required to support 
the price of milk and butterfat sold by farmers, and of the two 
methods provided by law, he has chosen almost without exception 
the purchase method. 

We have interpreted the law as saying the program shall be on a 
12-month basis. We announced in early 1953 that we would carry 
out this support by offering to buy butter, non-fat dry milk solids 
and cheddar cheese of spec ‘ified qualities and in specified packages. 

Under the law it appeared almost certain that the purchase prices 
would drop on the first of April 1954, a very substantial drop. 

And under those circumstances it appeared certain to me and to 
some of my colleagues that there would be a tendency, a very strong 
tendency on the part of the industry, to sell as much of the product 
as they possibly could to Commodity Credit Corporation prior to the 
close of business March 31, 1954. 

The first problem rose in connection with cheese, a product tha ut 
we think should be at least 10 days old before it can be graded, 
product that requires laboratory anaylsis before the final grade can 
be established, and a following of the regular procedure would have 
meant that cheese produced in the latter half of March could not be 
sold to CCC. 

This meant that the price to the farmer would drop more rapidly 
than we thought it would have dropped, were conditions such that 
the cheese could be sold, so we made it possible for all cheese produced 
in late March to be sold to the Government by saying that the offer 
to sell could be made prior to grading, but that the actual transaction 
could not be completed until the grading had been completed. 
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This particular part of the program was designed entirely to 
strengthen prices to farmers during the latter part of March. 

Mr. Founrarn. So it was designed to purchase primarily the cheese 
which was produced during the month of March. 

Mr. Anperson. That particular part of sagenarets 

Mr. Fountain. But actually Da-112 ended up by a purchase being 
made of substantial amounts of cheese which had been produced prior 
to March. 

Mr. Anperson. Well, that cheese would have been purchased 
whether we had made this modification or not, because that cheese was 
10 days old and could have been graded. 

Mr. Founrarn. Well, you are assuming it would have been pur- 
chased had they not been otherwise able to sell it on the market. 

Mr. Anperson. That is the assumption I am making, that’s right. 

Mr. Founrarn. Now you also agreed to purchase not just cheese 
that was owned, but also cheese which was consigned to the offerer 
did you not? 

Mr. Anprerson. We will buy cheese from anybody. He had to own 
the cheese to sell it tous. Oh, held on consignment ? 

Mr. Fountan. Held on consignment. 

Mr. Anperson. That was to permit the cheese to move through the 
normal channels of trade. If a cheese factory had been in the habit 
of selling through an assembler, we didn’t want to force that cheese 
factory in the last days to set up a procedure to sell directly to the 
Government. Otherwise that would have hurt the cheese factory. 

Mr. Founratn. The item in Da-112 under paragraph 9, entitled 
“Delivery”, under the subhead “cheese” says : 

Cheese offered under this announcement must be in existence, dated and owned 
or under consignment to the offerer not later than March 31st, 1954. 

Mr. Anprerson. That was to enable the cheese factory to move his 
cheese through his normal channels, which is through assemblers. 
Let us all agree that all that did facilitate the sale to CCC of cheese 
that was produced late in March of 1954. 

Mr. Fountain. Any other questions? 

Mr. Hourzman. Just a few. Did you discuss this purchase resale 
plan with the Secretary of Agriculture? 

Mr. Anprerson. Well, I doubt if I did personally. 

Mr. Hotrzman. Well, do you know of your own knowledge whether 
it was discussed with the Secretary of Agriculture? 

Mr. Anpverson. I cannot testify that I know that of my own 
knowledge ; no, sir. 

Mr. Horrzman. Whose obligation would it have been ordinarily to 
take this matter up with the Secretary ? P 

Mr. Anprerson. The Administrator. I would take it up with the 
Administrator. 

Mr. Hotrzman. Did you take it up with the Administrator? 

Mr. Anperson. Oh, certainly. 

Mr. Hovrzman. And you don’t know whether the Administrator 
took it up—— 

Mr. Anprrson. You say of my own knowledge I know Mr. Me- 
Connell, and IT have every reason to think that he would. 

Mr. Horrzman. You can’t tell us that with definiteness. 

Mr. Anprrson. I can’t tell you positively that he did. 

Mr. Hourzman. Mr. O'Connell? ; 
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Mr. Anperson. Mr. James McConnell, who is now an Assistant 
Secretary. 

Mr. Hoirzman. Do you have reason to believe Mr. Benson approved 
this program ? 

Mr. Anperson. I would have reason to believe that, but as I say, I 
have no knowledge of it, direct knowledge of it. 

Mr. Hotrzman. I have no further questions. 

Mr. Fountain. Gentlemen, I have listened very closely during these 
hearings, and-I appreciate the information you have use es 

I am sure the other members of the subcommittee also appreciate 
the information which you have given us. From your standpoint I 
can understand the position you have taken, but I don’t agree with it. 
I have not heard any evidence whatever that the American farmer got 
any definite benefit out of this purchase resale transaction other than 
the guess which has been made concerning benefits which the farmers 
may have secured as a result of purchases of dairy products by the 
manufacturers prior to March 1954. 

Mr. Horrzman. Will the chairman just yield at that point for a 
statement ? 

Mr. Fountarn. Yes. 

Mr. Horrzman. For the record, I would like to say a simple com- 
putation will reflect that Borden and Kraft together did make over 
$1 million on this particular transaction. 

Mr. Fountain. There was no requirement that the cheese manu- 
facturer produce any evidence that he had passed the benefit of this 
“purchase-resale” program on to the farmer, and that to me makes 
it pretty much of a gift proposition. 

The Government gave the money to the processors. If the processor 
felt big-hearted, maybe he would pass it on to the farmer, but he wasn’t 
required to do so and whether he had already done so or not prior to 
March 1954 is speculative. 

But there is one thing we are positive of, and that is that the Gov- 
ernment issued checks to processors for about $214 million under this 
program, and we know the processors didn’t have to deliver the cheese 
or repackage it, or even move it, and the Government had possession 
of it only for an instant in most cases, if actually the Government had 
possession at all. Frankly, I have serious doubts that the Government 
had possession. 

It might resolve itself into a legal question as to what constitutes 
delivery. I assume the attorneys for the Department would say they 
had constructive possession. 

So that this $214 million, in my opinion, notwithstanding the fact 
that you may have thought you were justified under the circumstances 
in acting as you did, was a windfall to the cheese manufacturers. 
They did nothing to earn it other than a little paperwork. That is 
my personal feeling about it. 

Mr. Horrzman. Mr. Chairman, I might add my own sentiments. 
I agree completely with what the chairman has said, and I want to 
say to counsel at the other side of the table that there was no desire 
on my part nor intention to be critical of any one personally. 

I was very disturbed over the fact, and still am, that $214 million 
has gone to people who are apparently not entitled to it under the law. 
I think the witnesses have tried to be as cooperative as they could under 
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all the circumstances, and I want to compliment the chairman on the 
fairness of the manner in which he has handled this hearing. 

Mr. Founrain. Thank you, sir. 

Does any one of you have anything further you would like to add 
to what has already been said ¢ 

Mr. Anprerson. I would simply like to join in the committee mem- 
bers’ congratulation to the chairman. We appreciate your fairness 
and are very happy to explain what our opinion is. 

If there is any other information we can get for you, we certainly 
will be happy to do it. We appreciate the opportunity to discuss this 
matter with you, and we certainly are not expecting everybody to agree 
with us. 

Mr. Fountain. We thank you and we appreciate your coming up, 
and we will appreciate receiving the information which we requested 
earlier today. 

Mr. Anprerson. We will try to have it for you very shortly, sir. 

Mr. Fountain. The meeting stands adjourned. 

(Whereupon, at 5:40 p. m., the subcommittee adjourned.) 
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PURCHASE RESALE TRANSACTIONS OF THE 
COMMODITY CREDIT CORPORATION 


MONDAY, JULY 18, 1955 


Housk or REPRESENTATVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m. in room 1537, New House Office 
Building, Hon. L. H. Fountain (chairman of the subcommittee) pre- 
siding. 

Mr. Fountain. The subcommittee will come to order. 

Let the record show that Mr. Reece, Mr. Holifield, and the chairman 
are present at the opening of the hearing. 

I understand that we have with us this morning True D. Morse, 
Acting Secretary of Agriculture, President of the Commodity Credit 
Corporation; James A. McConnell, Assistant Secretary of Agricul- 
ture, Member of the Board of Directors of the Commodity Credit 
Corporation; Walter C. Berger, Vice President, Commodity Credit 
Corporation, Associate Administrator, Commodity Stabilization 
Service; Edward Shulman, Deputy General Counsel; George E. 
Cooper, Chief, Commodity Credit Division, Office of the General 
Counsel, and Don 8. Anderson, Director, Livestock and Dairy Divi- 
sion, Commodity Stabilization Service, United States Department of 
Agriculture. 

If there are other witnesses present whom I have not named I would 
appreciate it, Mr. Anderson, if you or someone else would give us 
their names and the positions they hold with the Department of 
Agriculture. 

Mr. Anperson. There are others present. It would depend on you 
as to whether or not you want to call them. 

There are people here available for any information with which 
they can help you. 

Mr. Fountarn. Before beginning today’s testimony I want to thank 
you gentlemen in behalf of the committee for coming up here. For 
some of you, of course, it is your second trip on this matter. I can 
assure you that we would not have called you again, nor would we have 

called those of you who have not been here, if we did not think it was 
nec essary. 

We will do our best to obtain the information which we need as 
expeditiously as possible so that your appearance here is not unduly 
prolonged because we know how important your responsibilities are. 

I believe, also, that if you will confine your answers insofar as pos- 
sible to the facts or conclusions called for by the particular question 
asked, it will aid us materially in shortening these proceedings. I 
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realize it is difficult to do just that because sometimes the questions we 
ask are rather involved. 

Today’s hearing is, of course, a continuation of an investigation 
begun by the subcommittee some time ago in which testimony was 
taken on June 1. We are investigating transactions entered into by 
the Commodity Credit Corporation pursuant to announcement DA- 
112, as a result of which the Commodity Credit Corporation made 
payments of more than $2 million to cheese dealers under what has 
been described as a “purchase-resale” transaction for cheese which 
never left possession of the offerers. 

The purpose of our hearing today, gentlemen, is to obtain further 
information about these transactions. We feel that we need this 
information to enable us to make our decision as to whether or not 
they were authorized by Congress, whether in our opinion they were 
wise or necessary on the part of the Department, whether they were 
carried out in a careful manner, and if not authorized by Congress 
whether anything can be done to recover the loss to the taxpayers. 

While those of us on this committee are certainly not agricultural 
experts, I think it is also possible that something may come out of 
these hearings which will enable us to make recommendations to Con- 
gress through the Agriculture Committee with respect to legislation 
which might make this program, so far as dairy products are con- 
cerned, more realistic, more practicable, and more equitable. 

Mr. "Anderson, since you were with us at our first hearing, if you 
will take a seat up here I think we will continue where we left off. 

I might say this, Mr. Anderson, and to others from the Department: 

When a question is directed to any one of you, if there is someone 
else by your side who is in a better position, because of his responsi- 
bility, to answer that particular question, he should feel free to go 
ahead and answer it. 

1 think that will save a lot of unnecessary repetition of questions to 
several witnesses. 

Mr. Anderson, when a new program is being considered by the 
Department, and when there is some question as to whether or not 
it is authorized by Congress or legally permissible, as I understand it, 
you would normally submit that program to the Solicitor’s Office for 
an opinion. Is that right? 


FURTHER TESTIMONY OF DON S. ANDERSON, DIRECTOR, LIVESTOCK 
AND DAIRY DIVISION, COMMODITY STABILIZATION SERVICE; 
ACCOMPANIED BY TRUE D. MORSE, ACTING SECRETARY OF 
AGRICULTURE; EDWARD SHULMAN, DEPUTY GENERAL COUNSEL; 
GEORGE E. COOPER, CHIEF, COMMODITY CREDIT DIVISION, 
OFFICE OF THE GENERAL COUNSEL; AND WALTER C. BERGER, 
VICE PRESIDENT, COMMODITY CREDIT CORPORATION, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. Anperson. Congressman, that raises one question as to what 
you have in mind by a new program. 

Mr. Founrarn. I believe the evidence shows, and your testimony at 
the previous hearing indicated, that Da—112, while perhaps not a new 
program, was an entirely new approach. 
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Mr. Anverson. No, sir. The program of which this was an inte- 
gral part was initiated in the spring of 1953, at which time a docket 
was prepared, General Counsel’s Office submitted an opinion with 
respect to that docket, and that docket was approved by the Com- 
modity Credit Board. 

That program which was annunced on March 12, 1953, by press 
release, which press release was based on a. docket approved by the 
Commodity Credit Board, provided that for that marketing year, 
April 1, 1953, through March 31, 1954, that Commodity Credit Cor- 
poration would purchase all cheese meeting specification and offered 
prior to the close of business on March 31, i954, at 37 cents per pound. 

Da-112 was part of that program. 

Mr. Fountatn. Then I understand, in answer to my general ques- 
tion with respect to your policy, you did submit this particular propo- 
sition, DA-112, to the Solicitor for an opinion ? 

Mr. Anperson. I cannot say positively that they prepared a written 
opinion. I am sure they passed upon Da-112. 

Mr. Reece. While I was present at most of the previous hearings 
my memory is not completely clear as to what was the origin of this 
Da-112. I presume that it originated with the Board itself. What 
men in the Department recommended it? I do not mean to give 
them by name, but what Division ? 

Mr. Anperson. The Livestock and Dairy Division, of which I am 
now director, and I assume I recommended this program, sir. 

Mr. Reece. What I am getting at is this: The order originated in 
the spring of 1953. These men initially concerned with this, were 
they new or old employees in the Department ? 

Mr. AnpErson. I came with the Department for about 9 months in 
1934. 

I returned to the Department at the request of the Department in 
September of 1943. At that time I was on leave from the University 
of Wisconsin. 

I returned to the University of Wisconsin in September of 1945, was 
asked to come back to the Department in May of 1946. 

Mr. Reece. So essentially the men who had to do with initiating 
this recommendation which finally became a Da—112 were experienced 
men in the Department. 

Mr. Anperson. Thank you, sir. 

Mr. Reece. That is all, Mr. Chairman. 

Mr. Fountain. Getting back to my first question, Mr. Anderson, 
perhaps you did not fully understand it. 

I will ask this: Whenever any question is raised, or whenever 
the Department has in its mind a question as to whether or not any 
pepe action by the Department or any of its agencies is authorized 
yy Congress or legally permissible, what is your policy with respect 
to requesting an opinion from your Solicitor ? ; 

Mr. Anperson. A recent example comes to mind. In our last pro- 
gram, with respect to the purchase of butter, we made a small change 
in the packaging requirements. One of the requirements was that the 
staples used in making the boxes be rust-resistant. 

Some question with respect to this has come.up and, recently, be- 
cause the announcement was made rather suddenly and perhaps the 
trade did not have full time to prepare for it, the traders had some 
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On my own initiative and decision I decided we would suspend this 
provision temporarily. 

Even in that case I called a member of the Solicitor’s Office and 
asked for an opinion, and in that case we simply got an opinion over 
the telephone. That to my mind was a very minor, relatively minor, 
decision. 

In the more major decisions, of course, the General Counsel pre- 
pares a written opinion, so we have that complete range from checking 
informally to seeking a formal opinion. 

Mr. Founrarn. Did I understand that where a question as to legality 
is involved it is your normal practice to seek an opinion from the 
Solicitor, either oral or in writing, depending on the circumstances 
and the opportunities for the Solicitor to prepare a written opinion ¢ 

Mr. ANnperson. Yes, sir. 

Mr. Hourzman. Did you think this was a minor departure from 
the usual program, this Da—112¢ At the time Da-112 was offered 
as a program, did you consider it a minor departure from what you 
had been doing or did you consider it a substantial departure? 

Mr. Anperson. The Agricultural Act of 1949 requires that we sup- 
port the price of milk and butterfat sold by farmers. The only au- 
thority the Secretary has is to make purchases of the products of milk 
and butterfats. 

The Agricultural Act of 1949 also permits the Secretary to sell prod- 
ucts e 08 ntory back to the trade. 

Da-112 was simply part of that general procedure. The only de- 
seiad was that we did not require C ‘ommodity Credit Corporation to 
enter into what we considered unnecessary expense of shipping the 
product to warehouse at CCC expense and paying the storage charge 
by CCC. 

Mr. Fountrarn. Mr. Anderson—— 

Mr. Anperson. It was not, sir—pardon me. 

Mr. Founrarx. May I interrupt you by saying this—Mr. Holtzman 
asked you whether or not this was a minor change. The testimony you 
are giving we can appreciate, but, as you well know, we already have 
it in the record. 

Mr. Anprrson. Thank you, sir. 

I would say that this was a relatively minor change; yes, sir. 

Mr. Hourzman. So that in arriving at Da-112 did you or did you 
not think it necessary to get a formal written opinion from the Solici- 
tor ¢ 

Mr. Anperson. Whether or not the opinion will be formal or not 
will be a judgment of the General Counsel's Office. We certainly did 
ask them about Da-112. 

Mr. Founrarn. In this particular situation a written opinion was 
not given. Is that right, Mr. Anderson ? 

Mr. Anperson. As I recall that is right. 

Mr. SuHutmMan. Da-112 was approved by the General Counsel's 
Office. Legal questions involved were considered by the General 
Counsel's Office fully at the time the announcement was issued. 

Mr. Founrarx. We understand from previous testimony that it 
was approved by the General Counsel’s Office. I think the record is 
clear on that. We are simply going into the procedure as to how the 
opinion was obtained and how it was handled. 
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Mr. Sautman. And I might say the whole timing of this program 
was such that speed was a very important part of it, and under those 
cireumstances we deal with legal questions by the most speedy manner. 
Here it was by oral clearance. 

Mr. Horrzman. Why was it so important to act so quickly at the 
time ¢ 

Mr. Suutman. The program was designed to deal with an emer- 
gency situation. Prices paid to farmers for milk showed a sharp 
decline. If that situation was to be remedied it is my understanding 
that very prompt action was necessary. 

Mr. Rercre. Would you permit me to interject another question / 
The hearings have been so widely separated that my mind is not 
entirely cleat 

I recall the nature of the transactions which happened under Da- 
112 to which you referred, under which the Commodity Credit Cor- 
poration did not take the responsibility and incur, as you referred, 
the expense incident to transferring this commodity to a warehouse. 

What was the net result to the ( ‘ommodity Credit Corporation of 
the carrying out of this order, Da-112% Did it increase the expense 
to the Department of Agriculture or lessen the expense to the Com- 
modity Credit Corporation 4 

Mr. Anperson. There is no way to give a positive answer to that, 
sir. Our opinion was that it lessened the cost to Commodity Credit 
Corporation. 

Mr. Reece. Then you- 

Mr. Anperson. I have to make one modification of that, sir, if I 
may. 

As Mr. Shulman pointed out, the price paid farmers for milk started 
to decline fairly sharply early in March of 1953. 

One of the other modifications made at the same time was to change 
our requirements for grading cheese. Under no circumstances will 
it be sold prior to its being 10 days old. 

The ordinary requirement was that the cheese had to be graded 
before being offered. That meant that the farmers selling milk in 
the latter part of March 1953 would not have gotten nearly full sup- 
port had this modification not been made. So one of the effects prob- 
ably was to enable farmers to gain more nearly the complete support 
promised them, and insofar as we paid out more to farmers that may 
have increased the cost to CCC. 

Mr. Reece. That answered the question I was about to propound, 
Mr. Chairman. 

As I understand it, the major objective of the price support program 
is to stabilize prices to the farmers. 

Mr. Anperson. I would say the sole purpose of the program. 

Mr. Reece. I agree. 

Then you feel that the execution of Da—112 did contribute toward 
stabilizing the price and giving the farmers a better price than they 
might have received had ‘this order not been issued ? 

Mr. Anperson. During the latter part of March of 1954. 

Mr. Founraty. Mr. Anderson already has testified to that effect. 
However, as I recall it, he said he had no way of being positive as 
to what effect it might have had on the price to the farmers. 
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Mr. Reece. I thought that had been brought out but I was not 
entirely clear on the matter. 

Mr. Perum Getting back to my line of questioning, Mr. Ander- 
son, do you not feel that you are in a better position when you are 
about to make a decision of importance, where you feel compelled to 
‘all upon the Solicitor for an opinion, if you ask him for a written 
opinion ¢ 

Mr. Anpverson. Not in all cases; no, sir. 

Mr. Founrarn. You do not think it is necessary where the question 
of legality is involved ? 

Mr. Anperson. I have sufficient confidence in the General Counsel’s 
Office that with respect to certain matters they can pass on the legality 
rather quickly. By approving Da-112 I am sure they did that as 
carefully as though they had given us a separate written opinion. 

Mr. Founratn. I do not think there is any question about their 
ability to make a decision very quickly. What I am thinking about 
is this: Don’t you feel that a written opinion would be a g thing 
for your successor, or somebody else’s successor, to have as a guide in 
the event a similar situation arises in the future? 

Mr. Anperson. I will agree that might be helpful. 

Mr. Fountain. An oral decision may help you temporarily but it 
will not help the next man who has to come in and go over the same 
field again. 

And, Mr. Cooper, when you are submitted a new question for an 
opinion, involving a question of legality, do you normally prepare a 
written opinion ? 

Mr. SuutMan. We do, sir, if time permits and the matter is not 
urgent. 

Mr. Founrarn. In this particualr situation you concluded very 
quickly that this was a perfectly legal and authorized transaction ? 

Mr. SuvutMan. I would not say we concluded very quickly. After 
considering the matter, after discussing it, we concluded that it was a 
perfectly legal transaction. 

Mr. Fountrarn. Naturally when you were called upon to give an 
opinion you made some study, you did some research—or did you ? 

Mr. SirutmMan, Yes. 

Mr. Founrarn. Did you study any cases or any opinions ? 

Mr. SuvutmMan. No, 1 don’t recall that we studied any cases. 

Mr. Founratn. What study did you make? 

Mr. SuutmMan,. Weconsidered the legislative history of the act. 

Mr. Fountain. You considered the legislative history ? 

Mr. Suutman. Considered our statute, its wording. We considered 
all statutory authorities that pertained to the situation. 

Mr. Founrarn. I will ask you this question: 

Is it true or not true that when routine matters are brought to your 
attention and inquiry is made for an opinion, you either give an oral 
opinion over the telephone or maybe initial the document which is 
proposed ! 

Mr. Suvutman. That is a practice we quite frequently indulge in. 
We indicate our approval by initialing say dkamens. 

Mr. Founvarn. That is what was done in this particular instance? 

Mr. Suutman,. That is correct. 

Mr. Fountary. In other words, Da-112 was submitted to you for 
your opinion and it was returned to the office from which it came with 
your initials? 


be aetna 





~-+ or DM Qo, = 


Ce 6 Od 













































—- —_ Sa 





PURCHASE RESALE TRANSACTIONS OF CCC 109 


Mr. SHutman. With our initials and all of the changes that we had 
to suggest indicating desirable modifications which we felt ought to be 
made. 

Mr. Fountain. Did you have any comments, other than your sug- 

sted modifications, as to phrase ate, and inclusion of additional 
anguage, which you might have thought appropriate for the 
document ? 

Mr. Suutman. I did not discuss the document personally with Mr. 
Anderson. Mr. Cooper, who is chief of the Commodity Credit Divi- 
sion, reviewed the announcement which was issued and the changes 
that he suggested. I think that he perhaps can answer this better 
than I. 

Mr. Fountrarn. Mr. Cooper, you initialed the document ? 

Mr. Cooper. Yes. 

Mr. Founrarn. In addition to having initialed the document did 
you engage in a telephone conversation with Mr. Anderson or any- 
one else in the Department and explain to them why you thought 
this was perfectly jedrad and authorized by the Agricultural Act of 
1949? 

Mr. Coorrr. Yes. I held a number of conferences and meetings— 
I think several in my office—going into the facts of this matter. 

As I recall, I was first approac hed by a Mr. Blum and Pat Healy, 
who was then an employee of the Livestock and Dairy Branch. i 
wanted to get at the reasons for the change, what was desired, and 
the why of the program. 

I also discussed the matter with Mr. Anderson. I don’t recall 
whether he came to my office or whether I talked to him on the tele- 
phone. I then discussed the matter with one of the attorneys in our 
Division who was working with the Livestock and Dairy Branch, 
Mr. John Shouse. We came to the conclusion that this was a proper 
exercise of corporate authority under the act. 

I then went into Mr. Shulman’s office and presented the entire mat- 
ter to him, along with Mr. Shouse, to see if he concurred in our in- 
terpretation and consideration of the whole problem. He agreed that 
our conclusion that this was a proper exercise of the legal authority 
was—— 

Mr. Fountain. Do you recall how much time you spent with him? 

Mr. Coorer. I think we had probably 2 meetings with him alto- 
gether, and it was probably a totai of 1 hour. 

Mr. Fountain. And his approval or agreement with the position 
which you had taken was based upon your discussion with him of 
the decision and your explanation to him of the statute involved and 
your interpretation of that statute ? 

Mr. Coorer. Yes, sir. We then proceeded to work upon the con- 
tract, and I think that took us—with several interruptions, we were 
tied up several days. 

Mr. Fountain. That was after you had reached the conclusion that 
it was legal ? 

Mr. Cooper. Yes, sir. 

Mr. Founrarn. At this point let the record show Mr. Knox, Mr. 
Krueger, Mr. Dawson, Mr. Holtzman and Mr. Holifield are present. 

Mr. Knox. How long have you been with the Department, Mr. 
Cooper ? 


Mr. Cooper. Since March of 1937. 
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Mr. Knox. In this department of the Commodity Credit Division ? 

Mr. Cooper. In the Commodity Credit Division I think since 1947. 
That is the time I believe I became Chief of the Commodity Credit 
Division as such. We had just undergone, prior to that, a reorgani- 
zation. Prior to that time I had charge of a small section of the 
work which the Commodity Credit Division was doing. 

Mr. Knox. Then, since 1949, you have worked in this Depart- 
ment——— 

Mr. Cooper. Since 1937 I worked continuously in the Solicitor’s 
Office and General Counsel's Office. 

Mr. Knox. I didn’t finish the question. Then you would be quite 
familiar with the congressional act which governed the operations 
of the Commodi‘y Credit Division. Is that correct ? 

Mr. Coorrr. Yes, sir. 

Mr. Knox. Were you familiar enough with the act that you had the 
interpretations which in 1 hour’s time: you felt you could do a just job 
with your superior in determining whether or not you were following 
the } proper procedure of congressional directive ¢ 

Mr. Coorrr. Yes, sir. I had written a large number of opinions on 
the Agricultural Act of 1949. I had w ritten a number of opinions on 
dairy price support, and I was quite familiar, I believe I was quite 
familiar, with the history and intent behind the act. 

Isaid Lhour. That was only in conference with Mr.Shulman. But 
we did have a number of meetings beforehand with the Dairy Branch, 
so altogether it was a longer time. 

Mr. Knox. And as I understood your statement, you had written 
many orders of thistype. Is that correct ? 

Mr. Coorrr. I had written a number of opinions on the price support 
of the 1949 act. I was familiar with the legislative history and intent 
of that act. 

Mr. Knox. Lasked the question because you had made the statement 
that you had 1 hour’s time, and I wanted to know how familiar you 
were with the operations of that particular division. 

Mr. Coorrr. I want to correct the impression I said 1 hour’s time. 
I said in conference with the Deputy Solicitor, which I thought took 
Lhour’stime. Before that I had done some study and consideration of 
this matter. 

Mr. Knox. You had given considerable time to the project prior to 
that time? 

Mr. Cooper. Yes, sir. 

Mr. Knox. That isall, Mr. Chairman. 

Mr. Founratn. How much time, Mr. Cooper, approximately, would 
you say you spent in reaching a decision on this particular question ? 

Mr. Cooper. I would say about 4 hours. 

Mr. Founvary. I do not think anyone is questioning the ability of 
Mr. Cooper or any of the legal staff to render opinions. Even the most 
brilliant attorneys oftentimes disagree as to legal questions. 

Mr. Coorrer. It might be a matter of personal pride, sir, but the two 
formal opinions I wrote on this have been confirmed by the Attorney 
General. 

Mr. Founrary. On this particular question ? 

Mr. Coorrr. Not this particular aspect, but on the question of pur- 
chases and resales, and you have those opinions before you. 
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Mr. Fountatn. You made the statement that you had previously had 
quite a bit of experience in making a study of similar problems. 

I will ask you if you had ever been requested to give an opinion on a 
transaction of the sam enature as Da—112 before / 

Mr. Coorrr. Not against the same set of circumstances. 

Mr. Fountarn. Then it was a new opinion / 

Mr. Coorrr. It was new to this extent: That it involved a limited 
type of circumstances which distinguished it from my general observa- 
tions on wash sales-purchase programs. 

Mr. Fountain. But oftentimes a modification of circumstances, even 
though it may vary only slightly from another set of facts, may result 
in an entirely differ rent opinion ? 

Mr. Coorrer. That is right. 

Mr. Fountain. Do you agree with Mr. Shulman that it is customary 
in cases involving routine matters to simply initial the documents 
which are proposed and maybe engage in some oral conversat ion as an 
indication of your conclusion that the procedure proposed is per- 
fectly legal and authorized 

Mr. Coorer. Yes. 

Mr. Founrarn. Did you consider Da—112 just a routine matter? 

Mr. Coorrr. Not entirely a routine matter because it did take more 
time. I had a legal problem there which I personally went up to 
discuss with the Deputy Solicitor. But 1 was working against time 
in this matter. 

Mr. Fountatn. Do you recall when you gave that opinion by your 
initials ¢ 

Mr. Cooper. I think I initialed that at about 5 o’clock on the night 
before it was issued, and it was done on a very rough draft—pencil 
notations, ink changes—so that they could cut stenc ils that night and 
have it out the next morning. 

Mr. Fountain. Do you know whether or not it was absolutely im- 
perative or essential that that document be released the next day / 

Mr. Coorrr. I was told that it was very essential to get that out 
without any further delay. 

Mr. Founvarn. In other words, you were requested on the evening 
before the document was published to give an opinion which would 
enable them to get that document out the next day ? 

Mr. Coorrr. No,sir. The legal opinion to get the document out—— 

Mr. Hourzman. Quickly? 

Mr. Cooper. To get the document out quickly. We made up our 
minds a couple days ahead of time, you see. Before I would even 
start working on the contract I had to satisfy myself that this was a 
good transaction. 

Then I went to work immediately on the contract when we con- 
cluded that that was proper; and working against time on that, I 
initialed it at the last minute. 

Mr. Fountary. Mr. Cooper, from your experience with the agency, 
you knew that this proposal would in all probs ibility result in the offer- 
ing of millions of pounds of cheese to the Commodity Credit Corpora- 
tion for sale ; did you not ? 

Mr. Coorrr. Yes, sir; but I also was under the belief that that 
cheese would be offered to us in any event. 





112 PURCHASE RESALE TRANSACTIONS OF CCC 


Mr. Founrarn. You were under the belief but you had no way of 
knowing; did you? 

Mr. Coorrr. No. 

Mr. Founrarn. You did not consider this matter of sufficient im- 
portance—involving what turns out to have been approximately $214 
million of the taxpayers’ funds—to give to the agency here a written 
opinion, either prior to the action taken by the agency or subsequent 
thereto in confirmation of the oral opinion which you had given by 
your initials? 

Mr. Cooper. I considered it an important transaction; yes, I did 
that. 

Mr. Hourzman. Not routine. Is that correct? 

Mr. Coorrr. Not fully routine. 

Mr. Fountarn. Don’t you think it was important enough, Mr. 
Cooper, to have rendered a written opinion ? 

Mr. Coorer. Normally, I think I would have taken the time out to 
write a formal opinion; yes. 

Mr. Fountain. Mr. Cooper 

Mr. Coorrr. But that would have taken—you know, if I were to 
write more than just “There is no legal objection to this contract”— 
to write more than that and to really write a complete analysis takes 
several days’ time. 

Just the act of writing, putting it through the stenographic staff 
that we have, making your corrections, your references to your legal 
history and the background, and the usual reasoning that you have 
to write up—it would have been at least a 5- or 6-page legal instru- 
ment; and that takes several days’ time to write. 

Against the pressure of stating that we had to get this out—— 

Mr. Hourzman. Who told you that, Mr. Cooper ? 

Mr. Coorrr. It was 1 of 3 individuals. 

Mr. HotrzMan. Suppose we get those names? 

Mr. Coorrr. Mr. Anderson, Mr. Blum, or Mr. Healy. 

Mr. Hourzman. You have no independent recollection ? 

Mr. Coorrr. That is right. 

Mr. Hourzman. You recall vividly that time was very important 
and you were made aware of that? 

Mr. Coorrr. Yes, I was assured this transaction had to be gotten 
out quickly if it were to be gotten out at all. 

Mr. Dawson. Anderson, Healy, and who? 

Mr. Coorer. Mr. Blum. 

Mr. Founrtarn. Will you explain to the committee the reasoning 
by which you concluded that Da—112 was authorized ? 

Mr. Coorer. By virtue of our announcements, both in the Federal 
Register and under the act, to purchase cheese of certain grades and 
quality when offered to us as a price-support measure. 

Mr. Founratn. Provided it would be of benefit to the farmer. 
That is true, is it not? 

Mr. Coorer. Well, the way we had set up the program that already 
had been decided and passed upon. 

Mr. Hottrzman. This is an important point. Do I take it that you 
state now it was your firm and fixed obligation under the act to buy 
whether it benefited the farmer or not? 

Mr. Coorer. We had made a public announcement, sir, that we 
would purchase all cheese meeting certain grades and qualities. 
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Mr. Hotrzman. I am not talking about your announcement, Mr. 
Cooper. I am talking about your construction and interpretation of 
the law as it exists on the statute books. 

Is it your opinion—was it then or is it now—-that you were under a 
duty to buy whether it benefited the farmer or not ? 

Mr. Cooper. Your question is something apart from the answer 
which I gave previously. 

Mr. Hotrzman. Can you answer my question ? 

Mr. Coorrer. Yes. Under the bare siatute we are not required to 
buy all cheese that does not benefit the farmer. My previous answer 
was one taken under the regulations and the program as previously 
announced under the statute. 

Mr. Hoirzman. Allright. So that in the absence of that you would 
state now that unless the purchase was of benefit to the farmer you 
were under no obligation to buy it. Isn’t that correct? 

Mr. Cooper. No, not under certain announcements. 

Mr. Founrarn. Except for the announcement. 

Mr. Hotrzman. Except for the announcement ? 

Mr. Coorer. We did not buy cottage cheese. We do not buy Swiss 
cheese. 

Mr. Hourzman. I don’t care what kind of cheese it is. 

Mr. Cooper. Purchases of those things do not benefit the farmer. 

Mr. Hourzman. No matter what type of cheese, unless you could 
find that it was of benefit to the farmer you would be under no obliga- 
tion to purchase it. Is that correct? 

Mr. oaoee That would be my interpretation of the 1949 act. 

Mr. Fountarn. Go ahead and continue with your explanation of 
the reasoning which prompted you to proceed with Da-112. 

Mr. Coorer. We had the announced—this came up around the first 
of March, as I recall, or within a few days of that time—we were 
obligated to support the price to producers through the remainder of 
March, the beginning of the new marketing year, at the support level 
which had been announced prior to April of 1953. 

Mr. Fountatn. You did not have to buy it unless it would support 
the price, did you? 

Mr. Coorer. Under the announcement we would have to take the 
Cheddar cheese properly offered to us. 

Mr. Founratn. Doesn’t the law specifically say that this program 
is designed primarily to provide support prices to the farmer ? 

Mr. Cooper. Yes, sir. 

Mr. Honrzman. Da-112 was a modification of Da-100. Is that 
correct ? 

Mr. Coorrr. Yes. I was considering it as a modification and against 
DA-100. 

Mr. Hottzman. You say under Da—112 you were obliged to buy. Is 
that correct? You were obliged to buy because of the announcement 
under Da-112? 

Mr. Coorer. Under the announcement of the Secretary in the Fed- 
ie Register, in which he announced he established a program, we 

1ac 

Mr. Honrzman. Under what announcement now? 

Mr. Cooper. There is a formal publication of the program. 


Mr. Hourzman. All right. 
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Mr. Coorrr. Saying that we will accept offerings of cheese made 
under Da—100 believe it was at that time. 

Mr. Honrzaan. Da-100 was not an offer to buy cheese by the 
Department but it was, in fact, a notice that C ommodity Credit was 
prepared to receive offers to sell. Isn’t that so? 

Mr. Cooper. That is true. 

Mr. Hourzaan. So that if Da-100 remained in effect you would 
not have been obliged to buy 1 single pound of cheese. Isn’t that so? 
xcept for the modification of Da-112 you would not have been 
required to buy one single solitary pound of cheese. Isn’t that 
correct 4 

Mr. Coorer. Except that we had under the Secretary’s announce- 
ment stated that we stood ready to buy all cheese offered that was 
offered under Da-100. It didn’t say 100, but offered in accordance 
with the terms of the program. 

Mr. Hourzman. But Da—-100 was not an offer to buy ? 

Mr. Coorrr. No. It was an offering to sell to us made in accord- 
ance with the provisions of the program. 

Mr. Hourzman. Therefore you would not have been obliged to actu- 
ally pure ‘hase any cheese under Da-100.  Isn’t that so? 

Mr. Coorrr. We could have made refusal—— 

Mr. Horrzaan. You could have made wholesale refusals, could 
you not? 

Mr. Coorer. It is probable, of course, because if the construction 
of the program was such that you could embark on any wholesale 
refusal— 

Mr. Honrzman. Of course that is your impression. 

Mr. Coorrr. Yes. 

Mr, Hourzman. It is my impression that under this Da-112 pro- 
gram very few, if any, farmers were helped at all. But under Da—100 
you would not have been obliged to buy 1 single pound of cheese. You 
could have rejected, on an individual basis or wholesale any offers to 
sell, is that not correct? You had the legal right to say, “No.” 

Mr. Coorer. We probably did have the legal right to say no on 
the individual offers. We have given, it is my impression, assurance 
that we will have to buy; banks are making loans—— 

Mr. Reece. (interposing). May I just say this, Mr. Chairman. 
I want him to continue his explanation—— 

Mr. Founraty. I realize that as vou proceed, we will have inter- 
ruptions and we apologize for it, but these particular questions come 
up when points are raised. 

Mr. Rerer. You are in the General Counsel's office, the division 
that has to do with the stabilization of commodity credit service. 
Now, matters of policy are not determined by the General Counsel's 
office, is that correct ? 

Mr. Coorrr. That is correct. 

Mr. Reece. But by the Department of Agriculture. 

Mr. Coorrer. That is correct. Whether this is sound, reasonable 
or desirable, is not a question of legal policy. 

Mr. Founrarn. Mr. Anderson has already testified on the policy 
aspect previously. 

Mr. Reece. But it would seem to me that we are about to get 
Mr. Cooper off into the division of policymaking here in connection 
with his answer. 
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Mr. Fountain. Those questions, I think, are prompted by testimony 
that we had at the original hearing which indicates that the Depart- 
ment felt that the act directed them to buy all cheese, that the an- 
nouncement which they had made obligated them to buy all cheese, 
whether it helped the farmer or not. That is the testimony, that they 
had to take the cheese, and we wanted to get an opinion on that. 

Mr. Coorrr. I would like to emphasize that the act requires us to 
buy dairy products. 

Mr. Founratn. Dairy products, yes. 

Mr. Coorrr. And that is only one. Cheese is only one of the 
products. 

Mr. Fountain. Cheese is one of the products. 

Mr. Cooper. And it must be to support the price of dairy products. 

Mr. Fountain. That is right, to the farmer. 

Mr. Coorrr. Yes, but you can only support the price of dairy prod- 
ucts to the farmer by supporting the price at the place where you can 
buy dairy products. 

Mr. Founain. But you would not take the position—— 

Mr. Coorer. And cheese is one product. 

Mr. Founrarn. But you would take the position if you are going 
to provide support prices for dairy products, you would have to be 

satisfied beyond the shadow of a doubt that the farmer would receive 
benefit from that support price ‘ 

Mr. Coorrr. Yes, sir; the farmer is receiving the benefit of our 
activities. 

Mr. Horrzman. Mr. Chairman, as a matter of fact the Commodity 
Credit Corporation specifically reserved the right to reject all offers, 
did it not, under Da—100 and Da-112? 

Mr. Cooper. Yes. 

Mr. Hourzman. Under both programs, both announcements ¢ 

Mr. Cooper. Yes. 

Mr. Founratn. Go ahead and continue with your explanation, Mr. 
Cooper. 

Mr. Cooper. Under the statute, we were required to support the 
price of dairy products. We had announced it was supported on—to 
the purchaser of cheese, butter and nonfat dried milk. It was an- 
nounced apart from Da-—100, that that would be supported at the 
purchases at given levels, published in the Federal Register as our 
obligation. 

With the coming of March, just shortly before March 1, the De- 
partment announced the new support price, beginning April 1, 1954— 
the 1954-55 year. That price, support price, was lower than the 
support price ths at prevailed throughout March. There was, there- 
fore, on hand, in the processor’s hand, cheese in the process of manu- 
facture; there would be further milk coming in during the month of 
March which would have to be processed, and if the manufacturers 
were to get the market price for their product, which would permit 
him to pay back to the producer the support levels, he would have to 
be able to sell it, during the month of March at the continuing rate 
level—at the level-off price—it was my impression, as I gathered it 
from these various conferences, that the price to the farmer was 
dropping very, very rapidly during the month of March because there 
was material in the pipelines they could not get sold during that 
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month of March, with respect to one, we required the cheese to have 
been inspected before offering it to us, before he could even make his 
offer to sell to us, although the deliveries aiways come at a later date, 
he had to have an inspection certificate at the time he offered to sell. 
By waiving that requirement so that he could make his offer of his 
cheese during the month of March, then have it inspected at a sub- 
sequent date before we became liable for making any payment for that 
cheese and taken it over, they were then able to offer cheese which was 
manufactured during that month of March, to us. 

That was one change. ‘That presented no legal problem under the 
act. It was a mere question of inspection. It did present one par- 
ticular problem to us, whether we—and I considered that a routine 
type of problem—whether you can change the inspection date or not, 
and since we would require the inspection and a proper certificate 
before we would put out any money, I felt that the Corporation was 
protected, because we had to have the cheese in existence and properly 
inspected. 

Mr. Knox. Mr. Chairman, may I ask a question ? 

Mr. Founrarn. Yes, Mr. Knox. 

Mr. Knox. Mr. Cooper, by action of the Commodity Credit Cor- 
poration, and the purchase of the cheese at that particular period, 
what is your opinion as to whether or not that actually stabilized the 
market so that the farmer did not receive a lower income for his dairy 
products than if the action had not been taken ? 

Mr. Cooper. You are getting off the legal question, and I am not 
qualified to answer. I would have to accept the statement of others 
on that. 

Mr. Founrarn. I think Mr. Anderson gave that information at the 
previous hearing. 

Mr. Coorrr. Our economists and our administrative officers ren- 
dered a decision on that matter, and they assured me that in their 
opinion, it would help in stabilizing that block in prices to the farmers. 

Mr. Reece. That is what I am trying to get at. I have been trying 
to find that answer for some time in the record and if you can sum- 
marize it again, it would be very convenient to us, particularly those 
of us who are not daily in touch with the problem. 

Mr. Fountarn. I do not know whether you were here or not at the 
time, Mr. Reece, but Mr. Anderson, in pursuance to various questions 
propounded to him, I think repeatedly gave his attitude, and the atti- 
tude of the Department, as to why they thought this was a good policy. 

Mr. Knox. Mr. Cooper, to the best of your knowledge, whether you 
would call it a legal transaction or not, you were so informed that it 
would stabilize the market and possibly save the market from further 
downward trend ? 

Mr. Coorrr. It seemed logical to me that it would, sir. 

Mr. Fountarn. Of course, that did not have anything to do with 
the question of whether or not it was legal. 

Mr. Knox. Mr. Chairman, the question of legality 

Mr. Founrarn (interposing). That is what I am asking about, the 
question of legality at this time. 

Mr. Knox. Well, he knows that the Commodity Credit Corporation 
was set up for this specific purpose. 

Mr. Founrarn. But mention has been made about the law being 
passed by Congress—— 
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Mr. Cooper (interposing). As I understand it, Mr. Chairman 

Mr. Fountain. Just a minute, Mr. Cooper. 

Mr. Knox. As I understand it, the Commodity Credit Corporation 
was set up for the purpose of trying to stabilize the farm price and 
what I am trying to bring out in this hearing is, What was the action 
of the Commodity Credit ‘Cor poration at this} particular time and what 
effect it had upon the market price that the farmer would receive ¢ 

Now, as far as the legal question is concerned, surely that is a 
very important question, and possibly it should be developed and 
brought to the point where we all understand it, but what I want to 
know is the opinion of the Department in offering to buy cheese at 
this particular time. As I understand now, from the remarks that 
have been at least sounded, it was the feeling of the Department 
that it would stabilize the market and cause no further downward 
trend in the price of dairy products. 

Mr. Dawson. But in order to do it, they must always do it within 
the purview of the law. 

Mr. Knox. Well, I am certainly not advocating that anyone violate 
the law. What I want to know is, what the effect was—what the 
intent was, at the time they went out and put the order out to purchase, 
and I think I have had the answer to that question; at least, a reason- 
able answer. 

Mr. Fountarn. I think they have, both today and in the previous 
hearing, given a rather clear picture of the intent of the Department, 
and I do not think anybody is questioning the intent of the Department. 
The question I asked Mr. Cooper was to give the reasons behind the 
Department’s conclusion that Da—-112 was legal. And I might say 
this, that we are not concerned so much with some of the technical 
language of Da-112; we are concerned primarily with the decision 
that this “purchase-resale” feature was legal under which they bought 
cheese from the manufacturer or processor at a set price and sold it 
back at a lower price, without the cheese ever leaving the warehouse. 

Mr. Cooper. Let me state this, that under the present law and as the 
language of the statute existed at that time, there was no restriction on 
the ‘ommodity Credit Corporation as to the price at which it could 
sell dairy products, or to whom it could sel! dairy products. 

Mr. Founrarn. But there was some administrative responsibility to 
exercise discretion in the administration of the law. 

Mr. Coorrr. That is correct. 

Mr. Fountain. All right, go ahead. 

Mr. Coorrr. And therefore we would not sell, into the trade, dairy 
products at a price which would disrupt our price-support program or 
cause us to buy large additional quantities of those products. 

Mr. Dawson. May I interrupt to ask this question: What do you 
mean when you say “to the trade” or “in the trade”; to whom are 
you referring? The manufacturer, the producer, or whom? 

Mr. Cooper. Anyone, consumers or anyone. Sir, we give away a lot 
of butter. 

Mr. Dawson. That is right, but when you give it away you take 
it off the market. 

Mr. Coorrr. We take it off the market. 

Mr. Dawson. And when you do not give it away, you are in compe- 
tition with the producers of that commodity. 
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Mr. Coorer. And when we do not give it away, the people who are 
buying—— 

Mr. Dawson. Just let me finish this. You have made a transaction, 
a paper transaction under which the same amount of cheese remains in 
the hands of the producers to be sold. 

Mr. Coorrr. That is correct. 

Mr. Dawson. And you did not change the amount of cheese thereby, 
or take any cheese off the market, so that the cheesemakers would have 
to buy more milk to manufacture more cheese. The law intends that 
its benefit should go to the producer, not of cheese, but of milk that is 
made into cheese. But in this case, you gave the benefit to the cheese- 
makers, to the producer of cheese, and left the same amount of cheese 
in the hands of the trade, so that they had to get rid of it without 
creating a new market for milk. How are you going to get around 
that ? 

Mr. Coorrr. I would like to answer that, if I may. 

Mr. Dawson. Yes. 

Mr. Coorrer. You are picking out a number, some of the factors, 
which we have said in normal wash sales 

Mr. Dawson. What sales? 

Mr. Coorrer. Wash sales. 

Mr. Dawson. Wash sales ¢ 

Mr. Coorrr. Yes, wash sales—transactions. That, we do not be- 
lieve, is a proper method of price support. However, I am trying to 
lead into thte factual situation, peculiar to this, which, in my mind, dis- 
tinguishes it from the other type of transaction, and I think, sir, is in 
part the question of benefit to the farmer. 

Mr. Dawson. The benetit to the farmer is the purpose of the program 
itself. 

Mr. Coorrr. Yes. 

Mr. Dawson. Very well, proceed from there. 

Mr. Coorrr. I tried to say that a manufacturer, if he cannot get a 
certain price for his product, is not going to pay the farmer higher than 
he can afford to pay against the market price he will receive. I think 
everyone will concede that. Therefore, for cheese that he processes in 
the month of March to pay the March price support to the farmer that 
manufacturer must be assured of an outlet for that cheese at the March 
level of price. 

Now, if he must carry that over to April to sell and the April price 
that we have posted is much lower, he 1s not. going to pay the farmer 
the support price for March production. That was demonstrated by 
the fact that the March level to the producer was dropping rapidly. 

Mr. Dawson. When did you announce to the producer this difference 
in the price support: was that announcement made prior to March? 

Mr. Anperson. I think I can give you that exactly. It was on the 
15th of February, 1954, I believe, but I can tell you exactly when it 
was. 

Mr. Coorrr. It was several months before. Everybody knew that 
the market price for dairy products was going to take a very sudden 
drop by operation of the law of economics on April 1 and there would 
be, all of the pipelines would be, dried up: nobody would be buying but- 
ter, cheese, or milk products in the month of March, to carry over into 
April when they knew in April they would be able to buy it at a much 
cheaper price, so your consumer market was rapidly drying up. 
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Mr. Knox. Mr. Chairman, if you will pardon me 

Mr. Fountain. Yes. 

Mr. Knox. Mr. Cooper, you did answer my question through the 
questioning of Mr. Dawson; that is, if you had not followed through 
with the order, that there would have been a downward trend in the 
price paid for dairy products. 

Mr. Coorrer. That factual situation was presented to me as the 
factual understanding of it. I cannot verify 

Mr. Hotrzman. You are not announcing a finding of fact; you are 
simply telling us what you were told; is that not correct ¢ 

Mr. Coorrr. Yes. 

Mr. Founrarn. Mr. Anderson, I believe you wanted to make an 
observation ¢ 

Mr. Anverson. I thought I might help Congressman Dawson if I 
could have just a moment. 

Mr. Dawson. Certainly. 

Mr. Anperson. Early in 1950—it has been the policy of the Com- 
modity Credit Corporation and the Department of Agriculture to 
make products in inventory available to the trade at somewhat more 
than we paid for them. We have thought it was the intent of Con- 
gress, as I say, we have thought, we were to stabilize prices and when 
the Secretary of Agric ulture. says that farmers will not get less than 
90 percent, we also felt that if the larger amount was t: aken off, that 
that should be available to consumers if the price goes up. 

Our markup in the price of cheese has always been 2 cents and 
if any cheese in inventory was available to anybody in the United 
States who wanted to buy it, and make it available to consumers at 2 
cents markup—TI am sure that the producers of this country would 
be glad to have us change that policy, and once it becomes a part of 
the ( Commodity Credit C orporation inventory, never have it be made 
available to consumers again. 

Now, I just wanted to explain that over the years that has been 
the policy of the Commodity Credit Corporation; everyone, I think, 
in the trade knew it. What I think, Congressman Dawson, you are 
suggesting, is that once a product enters the Commodity Credit Cor- 
poration inventory, it never be made available again to domestic 
consumers. 

Mr. Dawson. Not exactly. There are circumstances which might 
not make it desirable to have it made available. 

Mr. Anperson. I simply make this comment to inform you, sIr, 
that over the years, it has been the Commodity Credit Corporation’s 
policy to make it available whenever the market rose suffi iently so 
that the trade would pay 3 cents more for butter, 2 cents more for 
cheese, 1 cent more for nonfat dry milk solids, and we continue that 
policy v in connection with the transactions which you and the other 
Congressmen are interested in. 

Mr. Dawson. Thank you. 

Mr. Anperson. Thank you, sir. 

Mr. Founratn. Go ahead, — Cooper. Or were you through? 

Mr. Coorvrr. I was going to sa 

Mr. Dawson. I would like some questions a little later about that, 
when the other people have finished, beause I have not followed your 
previous action, whether it has worked out the same as this. 

Mr. Anperson. Yes. 
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Mr. Dawson. But I do not want to interrupt the consideration of 
the legal question. 

Mr. Coorrr. We were paying 37 cents per pound for cheese in March. 

Mr. Dawson. May I withdraw any questions I have asked because 
we want to determine any question of legality in this matter, and the 
question of policy we will discuss with those who made the policy. 
Thank you, Mr. Chairman. 

Mr. Coorer. Our purchase price for cheese in March, 1953, was 37 
cents per pound. We also had offerings to the trade that we would 
sell any cheese out of our inventory at 2 cents above our support 
level. 

We also announced a 1954 price support, coming April 1, price 
supports—that our price support cheese would then be 3214 cents per 
pound and that our resale price for cheese, during that period would 
be 2 cents above that. 

Mr. Knox. Above what? 

Mr. Coorer. Above the 32 cents, the determined price support in 
April. 

Me, if we were buying cheese in April and taking it into inven- 
tory, we would turn around and sell it in April at 34 cents per pound. 
That would mean a 8 cents per pound loss on all cheese that we had 
bought, throughout 1953, and had in our inventory, and if we had 
any 1952 cheese, it might be a still higher loss. 

Mr. Dawson. Will you state that again? I did not quite follow 
you. 

* You said that if you had bought in any 1953? 

Mr. Coorrer. If we had been buying cheese under the announced 
Da—100, at $0.37 per pound and the market was dropping in April 

Mr. Dawson. Yes. 

Mr. Coorer. Therefore what we had bought in 1953, we would be 
selling in April at 34 cents. If anyone would be willing to buy some 
of it at 34 cents a pound. 

There would have been that loss. It is just simple arithmetic, you 
see, if anyone took that cheese. 

Mr. Dawson. Yes. 

Mr. Coorrr. Now, this particular transaction that we have here, 
under Da-—112, was just that type of thing. We said we would buy 
this cheese. Now under Da-100 announcement, they could offer 
cheese at that price, 37 cents, and we would have to take it at 37 
cents—— 

Mr. HourzmMawn (interposing). But you were not obliged to buy it 
under Da-—100; is that correct ? 

Mr. Cooper. Yes, we would have bought under that Da-100 every 
pound of cheese offered to us. 

Mr. Hourzman. That is not my question. You would not have been 
obliged to buy it under Da-100; we are not determining whether 
you would have been right or not, at this moment. The question is, 
would you have been obligated to buy it ! 

Mr. Coorrr. I think, sir, that we are obliged to support dairy 
products. 

Mr. Hoirzman. But that is not my question. My question is would 
you have been obligated to buy it under Da—100? 





and ° 
there 
vear 
chees 
price 
there 

Th 
ity C 
to tal 
37 ce 
willit 
54 ce 
throu 
beeau 
insto: 
voua 
form 
your 

Th 
tions 
save | 
savin 
instes 
move 
that ; 


PURCHASE RESALE TRANSACTIONS OF CCC 121 





Mr. Cooper. If it were not under Da—100, it would have had to be 
under another form, because we had an announcement, separate and 
apart from Da-100. 

Mr. Hortzman. And then your answer is you would have 

Mr. Coorer (continuing). We would have had to buy. 

Mr. Hourzman. But you would not have been obligated to buy under 
Da-100 ? 

Mr. Coorrr. Possibly not under Da—100. 

Mr. Fountarn. But I believe you continued to buy some cheese 
under DA-100? 

Mr. Coorrr. That was the instrument by which we were fulfilling 
our obligation, announced obligation, that we stood ready to buy cheese, 
when offered ; meeting our requirements. 

Mr. Fountarn. Yes. 

Mr. Cooper. That was just the bare instrument offer. 

Mr. Hourzman. And in all of this you were guided by the intent of 
the Congress to support prices to farmers? 

Mr. Cooper. Yes. 

Mr. Hotrzman. Is that correct ? 

Mr. Coorer. Yes, to support prices for dairy products. 

Mr. Horrzman. To producers of dairy products. 

Mr. Cooper. Yes. 

Mr. Hoitzman. Not processors, not manufacturers, not retail stores ; 
is that correct ? 

Mr. Coorrr. The statute says products, dairy products. 

Mr. Founrarn. Proceed, Mr. Cooper. I know it is a little hard 
when you are interrupted to get back to the point you were discussing. 

Mr. Coorer. All the cheese that would be offered to us we would take 
and would sell in April if there was a market for it. We realize that 
there could be a market for some of this cheese in the early part of the 
year at this price because the pipelines were not being ‘kept full of 
cheese to the consumer at that time, because of the apparent drop in 
price, and that we would be taking up cheese promptly on April 1, 0 
thereabouts. 

Therefore, the problem was presented to me: May we, the Commod- 
ity Credit Corporation, enter into a contract under which it was agreed 
to take this cheese, buy it at this same price support level that was set at 
37 cents, and say to these manufacturers, that cheese which you are 
willing to buy back from us in April, at our regular price, support price, 
34 cents per pound, the announced sale price, you will not have to go 
through the packaging, not have to package in our special packages, 
because it would cause us to move it, pay transportation on it, pay 
instorage handling and out-of-storage handling, just to sell it back to 
youatour Aprill price. T hose of you who will not want to buy cheese 
form us, come April 1, at our 34 cent price, we will continue to accept 
your regular offering under Da- 112, or Da—100. 

7 herefore, the problem was one of intent of a limited sales transac- 
tions brought about by a drop in the market price. The purpose was to 

save the Commodity ‘Credit money, and they believed they would be 
saving money—saving the material in which they would be packaging, 
instead of the commercial type packaging; allowing the transaction to 
move faster, and therefore Gils us to reduce the price of cheese in 
that amount. It would—we considered it and approved it because 
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we thought it was not a type of transaction precluded under the act. 
It was a purchase at our regular announced purchase level; the sale 
back was one at the time which we would normally be settling on this 
particular cheese, but our whole inventory of cheese at the same price. 
We could have, without this Da—112 done this same thing, sir. 

Mr. Horrzman. But you would not have been obliged to buy, and by 
Da-112, you solemnly bound yourselves to purchase did you not; is 
that not true? 

Mr. Coorer. No; Da-112 is no different from Da-100. There is a 
right to reject offers even under that order. The language is identical. 

Mr. Horrzman. Then the purpose of Da-112 was to save money 
on shipping and warehousing costs of commodities to the Commodity 
Credit Corporation ? 

Mr. Coorer. That was one thing. 

Mr. Hortrzman. Is that correct? 

Mr. Cooper. That was one of the purposes. 

Mr. Horrzman. But you did not have to buy in the first place un- 
less it supported the farmer, did you? 

Mr. Coorrer. We had to support the price of dairy products and 
it was our judgment 

Mr. Hourzman. Provided it helped the producer; is that not it? 

Mr. Coorrer. Yes. It was our opinion that our purchases under 
Da-100 was supporting the price to producers; just let us withdraw 
that announcement and refuse to make any more purchases under 
Da—-100 and you would find the price of butter and cheese would 
have dropped tremendously. We had to be in there buying butter 
under Da-100, buying butter and Da—-100 was our instrument by 
which we were doing just that. 

Da-112 was permitting him to make an offer, under a different 
form, provided he was willing to announce in advance and obligate 
himself to buy it back again. He could continue to offer that cheese 
at 37 cents a pound under Da-100, and he never would have had to 
huy it back from us, at 37 cents a pound. If he had gotten it, he 
would have paid 37 cents a pound. And he never would have done 
that when he could have walked into our office on April 1 and said, 
“IT will not buy cheese from your inventory.” 

Mr. Naventon. Mr. Cooper, permit me to ask you a question right 
there: Under the terms of Da—112, there was no way in the world 
hy which the Commodity Credit Corporation could have kept this 
cheese, was there / 

Mr. Cooper. I am not sure I understand you. 

Mr. Naueuron. In order to carry out the transaction under Da—112 
at the time of the offer to sell to the Commodity Credit Corporation, 
the Commodity Credit Corpuoration had to simultaneously agree to 
resell, and there was no way in the world that the Commodity Credit 
Corporation could have retained that cheese under Da-112/ 

Mr. Cooper. No, sir. Under Da-—100, the cheese would have come 
to us because he had no intention of buying that back, but this was 
designed, under Da-112, it was designed to facilitate a transaction 
where we knew that the people would be wanting to buy back cheese 
us quickly as possible, and it seemed to us ridiculous to have cheese 
coming to us, and then turning right around, unload it, and send it 
right back, 
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Mr. Naueuron. And, of course, since the Commodity Credit Corpo- 
ration could not retain this cheese on which it was making the trans- 
actions under Da-112, there was no way you could take this cheese 
off the market ? 

Mr. Cooper. Sir, we did not want to keep the cheese off the market. 
Heaven forbid; we wanted to sell it; we did not want to keep it off 
the market ; we wanted to sell it if we could at a proper price that will 
not affect the price support program. 

Mr. Naueuton. Let me ask you this question 

Mr. Coorrr. That is a part of our obligation, to try to sell our 
cheese and our inventory at the best obtainable price; that is our obli- 
gation to the taxpayers. 

Mr. Navuenton. This question should perhaps be directed to Mr. 
Anderson: On March 31, 1954, the support price of cheese was 37 
cents per pound. I think we have established that. 

Mr. ANDERSON. Yes. 

Mr. Hourzman. What was that date? 

Mr. Nauenton. March 31, 1954. Then, of course, the cheese on the 
market was at some level near 37 cents because of the action of the 
Commodity Credit Corporation in supporting the market at that 
price. What was your inventory of cheese on March 31, approxi- 
mately; was it about 300 million pounds? 

Mr. Anpverson. As I recall, it was around 300 million pounds. 

Mr. Naveuron. And you determined that on April 1 you would 
set the price of this 300-million-pound inventory of cheese at 34 cents 
per pound. Did you ever stop to think what that would do to the 
market price of cheese? 

Mr. Anperson. Yes, sir; we did. 

Mr. Naueuron. It immediately put a ceiling price on cheese at 34 
cents; did it not? 

Mr. Anperson. Yes. 

Mr. Naveuton. And that may have forced the price of cheese 
downward faster than it would have gone if you had not lowered the 
sales price ? 

Mr. Anperson. It would not have for March, Mr. Naughton, 
because March happens to be the season of flush production and there 
was much cheese available. But it did not have this specific effect : 
It made it less possible for those people who bought cheese back—or 
had cheese in inventory—to make a profit than it would have been if 
we had not offered to take it back. 

You are right, sir, and I think that is a question that should be given 
some consideration. If it is the policy of Congress, if the Congress 
wants it, and we certainly want to follow it up—if it is more desirable 
to keep this cheese off the market and let the price go up to wherever 
it will, certainly we will follow it. 

May I use, for example, butter? We had an inventory at the point 
of the Korean incident, as I recall, it was two hundred and forty- 
million-odd pounds of butter. 

The wholesale price of butter started up and I agree it was largely, 
1 suppose, due to Korea. The price of butter rose to 80 some cents 
per pound. During that interval we sold back our complete 
inventory. 

Now, we could have, if we had followed that policy that you are 
suggesting, Mr. Naughton, retained that butter from the market and 
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the price would have gone, not to 84 cents—it would have gone prob- 
ably more nearly to $1.25. And the farmer would have made much 
more money. ont 

It is a question between the farm organizations and the Congress 
wanting that. We have, sir, misinterpreted the intent of Congress 
if it was to retain this while the inventories of the Commodity Credit 
Corporation were larger and permit the resale price to go away above 
the announced support level. We had not thought that that—I, at 
least, and I had better just speak for myself, because the Under 
Secretary is here and he can speak for the Department much better 
than I can—but you are right, Mr. Naughton, there are times when, 
by holding Commodity Credit Corporation inventory supplies, prices 
to both the producer and the consumer would have advanced. You 
are right, Mr. Naughton. 

Mr. Naveuton. Of course, here you had a situation where you sud- 
denly, in 1 day’s time, put your whole inventory on the market at 3 
cents lower than your previous day’s purchase price. 

Mr. Anperson. And there was another time, sir, when we put our 
entire inventory on the market at 6 cents up. 

Mr. Dawson. But you had reasons. 

Mr. Anperson. We raised the price to the farmer. And there was 
the time—and I call the attention of the committee to this—there was 
a time when the reverse was true. Iam simply calling attention to the 
fact that this is a long-established policy. 

The marketing year was ended March 31, 1951; the purchase price 
of cheese was 31 cents per pound. For a series of reasons, it was 
determined that the price should be raised to 36 cents per pound. That 
was an increase of 5 cents per pound. We did not keep our resale price 
at 31 cents plus2. We changed it immediately to 36 cents plus 2. We 
could have-—— 

Mr. Houirreip. Did you transfer your stocks to the processors so 
they could make 5 cents? , 

Mr. Anprerson. They had the stocks then. 

Mr. Honirreip. You did not have any stock ? 

Mr. Anprrson. No; well, we had stock—— 

_ Mr. Howtrrerp. Did you transfer your stocks to them at that 
time——— 

Mr. Anperson. No, sir. 

Mr. Houirretp. So they could make the 5 cents? 

Mr. Anprerson. We raised our resale price to 36 cents, plus 2. 

Mr. Hoxtrieip. To the processors ? 

Mr. Anprerson. To everyone. 

Mr. Houirierp. To everyone? 

Mr. Anperson. Yes. 

Mr. Hortrietp. But the processors are the ones who buy from you: 
ar they not? The general public does not buy from you; does it? 

Mr. AnpErson. Well, the-—— F ; 

_ Mr. Horirrerp. The retail store may occasionally buy, but I am talk- 
ing about the majority of your transactions. ma 

Mr. Anperson. We sell through the regular commercial channels. 

Mr. Horirietp. So at that time you sold at 36 cents, and made 5 cents 
to the Government ? 

_ Mr. Anperson. That is right, but on all products the processor had 
in his own inventory, he was also making 
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Mr. Houtrretp. He made the 5 cents? 

Mr. Anperson. Yes. 

Mr. Houtrtecp. But you did have a charge of 5 cents additional ? 

Mr. Anperson. Yes. 

Mr. Hottrrevp. To the processor? 

Mr. Anperson. Yes. 

Mr. Dawson. That was because there was public demand for it. 

Mr. Anperson. Yes. 

Mr. Reece. Now, if the gentleman will yield 

Mr. Horirtecp. If I may just continue the questions for a moment. 
The reason you did this was because there was a rapid drop in prices 
to the producer in the month of March and apparently the market 
was going down, according to the statement made by Mr. Cooper, and 
you have figures to prove this; do you not? 

Mr. AnvErson. Well, I 

Mr. Houtrretp. Well, I am just asking. I am not quarreling with 
you; I am just asking for information because I want to know what 
happened to the market price. 

Mr. Anperson. For the previous year 

Mr. Hoxtrrecp. I am talking about the month of March. The state- 
ment was made here just a few minutes ago that there was a rapid drop 
in price to producers in March. 

Mr. Anpverson. For the marketing year, April 1, 1953, through 
March 31, 1954, the price was being supported at 90 percent of parity. 
To accomplish 90 percent of parity, it was our calculation that the 
purchase price of cheese should be 37 cents. 

On February 18, rather on February 15, 1954, it was announced 
that the determination was made that the price support level would be, 
not 90 percent of parity but 75 percent of parity, effective April 1. 
And on February 18, the purchase price necessary to accomplish that 
was announced. And that purchase price was 32 21, cents per pound. 
Even prior to this announcement, those people in the trade were aware 
of the fact that the support level should be between 75 cents and 90 
cents, as necessary to assure an adequate supply. 

The Commodity Credit C orporation’s stock was large, production 
was large; there is no question in anybody’s mind that I know of, but 
what supplies were adequate. Even prior to this announcement, | 
think practically everybody knew that the price support level would 
be reduced. The only question was, how far it would be reduced. 
And as I remember it, Mr. Congressman, there was considerable debate 
in Congress as to whether you would change the law at that time, 
and no one that I know of, was talking of any thing about 8214 percent 
of parity. So that everyone knew, pr: actically everyone was sure, 
that the price level, the support level, was going to be reduced and 
market prices started to fall. 

Now, as I explained before, under the regulations, the Department 
requires that cheese be graded, and 10 days old before it is graded, and 
under our earlier regulation, it had to be graded before it could be 
offered, which meant that cheese made out in the good States of Minne- 
sota and Wisconsin and other States, could not be sold to the Com- 
modity Credit Corporation. 

That meant that the processor, anybody who was buying, was going 
to start buying on the basis of this lower rate, and that the farmer, in 
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the latter half of March, would receive as price support, not based on 
90 percent of parity that he had been promised, but upon the lower 
level. 

That was one of the reasons, the big reason, we made this change, 
to make it possible for all milk produced in March, even in the latter 
days of March, to be sold at somewhere near the higher level. 

Mr. Hotirtetp. Now, will you answer my question. On February 
15, you announced you were going to drop the price as of April 1. 
During the period of time between February 15 and April 1, did the 
price offered to the producer by processors stop dropping on the 
market ¢ 

Mr. Anperson. Yes. 

Mr. Houirrevp. That is what I asked the question for, and I asked if 
you had the figures to prove it. Now, you have given the answer; can 
you give us the figures? Iam asking this from the standpoint of try- 
ing to follow this thing through. 

Mr. Anperson. The price of manufactured milk in December of 
1953 was 

Mr. Horirtetp. Now, will you please go to February 1954 when you 
made this announcement and tell me what the price was then, and what 
happened between February 15 and April 1, 1954? I have no interest 
in what happened in 1953. 

Mr. Anperson. The average price of manufactured milk in the 
United States in February 1954 was $3.42. In March it was $3.34. 

Mr. Houirrecp. In 1954, it was $3.42. 

Mr. Anperson. In February. 

Mr. Houirtevp. In February. 

Mr. Anperson. Yes. 

Mr. Houtrrerp. And in March ¢ 

Mr. Anprerson. $3.34. 

Mr. Houtrrerp. $3.34. 

Mr. Anprerson. Yes. 

Mr. Houtrieip. So it had dropped a matter of 8 cents as the result 
of your announcement ? 

Mr. Coorrr. That, sir, is the average for the month. There was 
some shrinking effect in it going back again. 

Mr. Houirrecp. When did you announce you were going to make this 
purchase-resale transaction ? 

Mr. Anprrson. March 4. 

Mr. Hoitrrerp. On March 4, you announced to the trade that you 
would inaugurate this so-called wash sale; you would give them this 
214 cent differential ? 

Mr. Anperson. March 4. 

Mr. Honirrerp, And as a result of that, what happened to the price 
to the producer? Did that announcement start the price up again? 

Mr. Anperson. We think, sir, it strengthened prices. 

Mr. Horrrmip. What happened? Have you got the figures? 

Mr. Anperson. I will have to give you the price by days, the price 
of cheese by days, and I do not have it with me. 

Mr. Hotrrreip. Do you have what happened in April 1954? 

Mr. Anprerson. In April 1954 the average price was $3.10. 

Mr. Hourrrecp. $3.10. 

Mr. Anperson. Yes. 
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Mr. Hortrretp. And what happened in May of 1954? 

Mr. ANpERSON. $3.03. 

Mr. Hottrtetp. $3.03? 

Mr. ANnperRson. Yes. 

Mr. Reece. Will the gentleman yield? 

Mr. Houtrretp. Just a minute; let me continue this line of thought, 
if I may. J 

So you have no evidence to show that the check did occur as a 
result of your transactions, because you have now given me the figures 
that in February 1954 the price of manufacturing milk was $3.43 and 
in March it was $3.34, when you made your announcement, and then 
in April it went down to $3.10, which was a bigger drop, 24 cents, 
whereas before the announcement you only had an 8-cent drop, and 
then it went down another 7 cents in the following month. So you 
had a 31-cent drop in the 2 months immediately following this wash 
sale transaction, which gave to the processor better than $2 million. 
Am I quoting your statistics correctly ¢ 

Mr. Anpverson. The price went down in April to $3.10; that is 
correct. 

Mr. Houtrretp. Yes; and it went on down to $3.03. 

Mr. Anpverson. That is correct, $3.03. 

Mr. Coorer. In May there was no price-support level—it was so 
much less. 

Mr. Houtrretp. Well, was it not in effect in April? 

Mr. Anpverson. It became effective April 1, 1954. 

Mr. Coorer. Yes. 

Mr. Hortrrevp. So where has the benefit occurred as a result of 
your transactions ? 

Mr. Anverson. In the last half of March of 1954. 

Mr. Houirretp. Have you got the daily average ? 

Mr. Anperson. No. I can supply—there is no daily average prices. 

Mr. Houirtetp. The market always has a daily average; it is always 
quoted on the exchange; is it not? 

Mr. Anperson. The cheese exchange price is on Friday. 

Mr. Houirtevp. All right. 

Mr. Anperson. I can get the prices for cheese by days, but I do 
not have them with me. 

Mr. Hotrrrerp. All right; I think it would be very interesting to 
have the price by days for cheese, during the month of March, so 
we can see if there was a check in the falling prices, or whether this 
injection of some $214 million in unearned subsidies to the processor 
achieved this effect. 1 would like to see what happened. 

Mr. Reece. That is why I asked the gentleman to yield so that 
he might give us the prices for February and January. 

Mr. Hoxtrretp. He gave us a price in February of $3.42. Do you 
have the January price? 

Mr. Anverson. $3.51. 

Mr. Hotirrerp. $3.51 in 19542 

Mr. Anperson. Yes. 

Mr. Hottriretp. There is no doubt that you wanted to find a market, 
and that was the intention in taking this step, but did the step have 
the practical effect that you wanted it to have? 

Mr. Anerson. Well, I can give you my own opinion 
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Mr. Hotirimip. Well, we have had your opinion ; but I want figures ; 
I do not want opinions. I will draw my own conclusions on the figures 
that you give us. 

Mr. Founvarn. In that connection, Mr. Anderson, the support price 
level for March was $3.74, was it not ? 

Mr. Anperson. I think that was the announced level. 

Mr. Fountain. And thereafter, it was $3.14 ¢ 

Mr. Anperson.. Yes. 

Mr. Founrarn. And yet in May it was selling for $3.03 ? 

Mr. Anperson. As I recall, instead of 90 percent that year, the 
average was 84 percent. 

Mr. Founratn. For the whole marketing year ? 

Mr. Anperson. That was my recollection but I do not have the 
figures with me this morning. 

Mr. Founrarn. Right at this point, so we will be able to understand 
clearly some of the terminology which has been used, will you explain 
to the committee what a manufacturer of dairy products is and what a 
processor is ¢ 

Mr. Anperson. With respect to all dairy products? 

Mr. Founrain. For cheese. 

Mr. Anperson. The farmer sells milk to a cheese factory who manu- 
factures it into one of the several types of cheese; the one we are 
interested in now is Cheddar cheese. Now, in cheese factories, of 
course, we have a great variation. 

In Congressman Laird’s State we have a large number of very 
small cheese factories, the State of Wisconsin. 

When we get into some of the other States with large factories, 
possibly owned by such companies as Kraft Corp. or others—so we do 
have large variations. 

Milk is manufactured into cheddar cheese, in one of several styles, 
cheddar and others, a number of others. This cheese is merchandized 
generally in one or two ways although there are several. It can be 
relatively recent processes, repackaged from the 60- pound cheddar, 

r the 40-pound block into which the cheese is first made, into smal] 
a kages—of smaller cheese, simply by cutting and rewrapping. In 
that form, it is still called natural cheese. 

Mr. Hourerecp. The manufacturer is still doing all these things 
that vou are relating to us? 

Mr. Anperson. The small factory will ordinarily sell its cheese, 
either before—he simply sells it as it comes from the hoop. This 
cheese is purchased by what are generally called, in the Midwest, 
assemblers. They are large operators and they vary in size. A part 
of this cheese is then processed. That is a technical process that I 
cannot describe exactly to you, in which the cheese is ground up, heated 
to a pasteurized temperature and a certain amount of emulsifier is 
added and then this cheese is formed into the common size of five 
pound loafs and other sizes which you see and that is what we generally 
call processing. 

Mr. Reece. Mr. Chairman, will the gentleman yield ? 

Mr. Anperson. Yes. 

Mr. Rerce. In response to Mr. Holifield’s question, you gave what 
did happen pricewise. What is your estimate of the situation, of 
what the price would have been, had Da-112 not been issued? And I 
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assume you had made an estimate upon which you based your recom- 
mendation for the issue of order Da-—112? 

Mr. Anperson. Well, I can make an estimate on the other side; we 
know what did happen in April. The price fell to $3.10. 

Mr. Reece. Yes. 

Mr. Anperson. Had we not modified our inspection requirements, 
the cheese in the latter half of March would have sold at a price cer- 
tainly at approximately the $3.10 level; and would possibly have gone 
somewhere bet ween the low of, at least 14 to 20 cents per hundred. 

Mr. Reece. How much 

Mr. Anperson. For milk in the last two or three 

Mr. Reece. What would have been the loss to the farmer, to the 
producer, for that month? The estimated loss on that? 

Mr. Houtrrevp. Well, this is sheer speculation. 

Mr. Reece. But he had to issue an order based upon his experience 
and his estimate of what would happen, as I understand it, is what the 
order, projected order, had to be based on. It has to be based on what 
has happened, and what is expected to happen, and that is what I am 
trying to get at. He had to arrive at an opinion as to what would 
happen that would justify him in recommending the issuance of order 
DA-112. 

Mr. Houirrmip. Well anybody can make a speculative explanation in 
justification of something that is done. Naturally, he is going to say 
that the thing that he did created a great benefit, and that is nothing 
but natural. But what we want to know—and I am afraid I did not 
make myself clear, and if the gentleman will yield, I would like to say 
that what I would like to have is some specific statistical evidence, 
whether it be on a daily or weekly basis, which would show from 
January, 1954, what the trend of price was. And then we will take 
that and make a curve out of it, and we will see what happened when 
they bought this cheese from the processor; and we will see then if the 
price continued to drop, if it came down, and suddenly went up for a 
couple of weeks; and then went down. I do not know. I have not 
seen it. But that is what I would like to know. 

Mr. Reece. From January on through ? 

Mr. Houtrretp. Yes. Particularly with the effect that the announce- 
ment, the new announcement, had upon the market. 

Mr. Reece. But there would not be any harm in his responding to 
my question. 

Mr. Houtrterp. I am perfectly willing to listen to fairy tales, be- 
cause I am very much amused by them. Go ahead. 

Mr. Reece. No, since my question seems to have been taken in a 
quibbling way, this is the reason for it, Mr. Chairman—— 

Mr. Founratn. I think the question is relevant, Mr. Reece. 

Mr. Reece. This is the reason for it, Mr. Chairman: The chairman 
stated earlier that in the previous hearing, there was testimony that 
Da-112 gave no result, resulted in no benefit to the producer, and that 
is what I wanted to find out 
Mr. Fountain. The testimony was that they had no way of proving 











it. 
Mr. Houirietp. And I am asking for the statistics. 


Mr. Reece. And I did not recall that that testimony was given. 
Mr. Hotirmxp. Yes; I recall it. 











































130 PURCHASE RESALE TRANSACTIONS OF CCC 


Mr. Rexce. I tried to work through the hearings, but I did not find 
it; and that is what I am trying to get at now. 

Mr. Founratn. Mr. Reece, I did not say that exactly. They said 
they had no way of proving that the farmer received any benefit from 
this $21% million that went to the processors. As a matter of fact, 
Mr. Anderson expressed the opinion that probably it was split, about 
half to the farmer and half to the processors. 

Mr. Reece. That was probably the result of the saving during the 
month of March, some 14 cents. Is that correct? 

Mr. Anperson. I would say that it would be my fairy tale opinion 
that it at least added 20 cents to what the farmers received for milk 
during the last half of March. 

Mr. Rerce. Which would have been based upon the volume of milk 
sold—would have amounted to how much to the farmer ? 

Mr. Anverson. I do not have any recollection of what milk pro- 
duction the last half of March 1954 was. 

Mr. Larrp. Mr. Chairman 

Mr. Founratn. Will you give your name for the record, Mr. Laird? 

Mr. Larrp. Melvin R. Laird, representing the Seventh District, 
Wisconsin. 

Since I represent a district that is so vitally concerned with this, 
which has over half of the cheese in the United States production, a 
quarter of which is produced in my congressional district, and many 
of the small cheese producers regulate their prices to their milk pro- 
ducers, the small cheese manufacturers, on the basis of what the 
Plymouth market is, and the announcement that was made on Febru- 
ary 18, as to what would happen to the price of cheese, and the next 
market day, the Plymouth market went down, and there was a general 
weakening of the cheese market in Wisconsin. 

There were full page ads running in papers in my district that the 
Secretary of Agriculture promised to support prices of their products 
at 90 percent until April 1, and that, in view of the activities at the 
market price, that promise was not being carried forward, and that he 
had broken faith with the dairy producers because this price was 
going down before April 1. 

Now, there was immediately following the announcement of the 
Department of Agriculture, that they would purchase this cheese 
up until April 1, there was a strengthening in the market, and in the 
fall, I am sure, it would have been at least 20 cents to the producer of 
milk in my district, if they had not purchased cheese and particularly 
waived the inspection requirements, because none of that cheese could 
have qualified under the support program that—of the milk that was 
produced in our market. 

Mr. Fountatn. Of course the inspection requirements were waived 
under Da-100, not Da-112. 

Mr. Latrp. Well, I am not limiting myself specifically to what took 
place, Mr. Chairman, but how important it was to move in this field 
if prices were going to be supported at the higher level until the 
fase il 1 date; that it was important that some action be taken, because 
the prices were rapidly going down in the District, and that would 
not have happened to the extent that it w ould have happened, and it 
helped in the April price, and I think the price drop in April would 
have been even much greater, had this not been done. 
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Mr. Fountatn. Mr. Naughton has some questions, which I think 
might clarify some of the answers which have been given. 

Mr. Rexce. It all adds up, then, in your opinion, as the representa- 
tive of a great dairy area that the issuance of Da-112 did give a very 
great benefit to the producers of cheese? 

Mr. Lairp. If you wanted a support price until April 1, and the 
Office of the Secretary of Agriculture had announced in February the 
vear before that he would support it until that date. 

Mr. Reece. Yes. 

Mr. Larrp. He had come out with his announcement in February 
setting his price for the next April 1, because that is the marketing 
year in dairy products, and if there had not been some method fol- 
lowed to protect them those prices would have all gone down much 
earlier, and as a result of that the returns to the pr oducer would have 
followed, because the producer is paying, based on what he can receive 

for his product, and he would have had to reduce his milk checks 
earlier. 

Mr. Hotrrreirp. Mr. Chairman, may I inquire at this point? 

Mr. Fountarn. May I make one statement first? As I understand 
it, Congressman Laird, the modification of the inspection require- 
ments was an amendment to Da—100, which was announced at the 
same time that Da—112 was announced. 

Mr. Latrp. That is right. 

Mr. Suutman. In connection with it. 

Mr, Fountarn. All right, Mr. Holifield. 

Mr. Houtrrevp. In order for us to have a look at these statistics, if 
we start in January 1954, we could see them through all the year 
1954. Those are statistics which they undoubtedly have. 

Mr. Fountrarn. Would that be too much trouble, Mr. Anderson ? 

Mr. Anperson. No, we will be very happy to get them for you, Mr. 
Chairman. 

Mr. Lairp. I would like to say in regard to those prices that the 
prices by months vary, as the milk business i is a seasonal business, and 
when you compare the December price with the June price or the 
December price with the March price you are getting into a seasonal 

variation there which is not reflected if you t: ake the same season. 

Mr. Hoxirietp. What is the flush season, does it start in the spring? 

Mr. Larrp. The flush season is different in different parts of the 
country, but I would say that we would come into flush period, nation- 
wide, starting about in Apr il. 

Mr. REECE. I was going to make the suggestion, having in mind 
the seasonal aspect of this business, that possibly we ought to have 
the prices for the same months in the previous year so that they 
could be related to each other. 

Mr. Houirretp. Yes, that is a good idea. 

Mr. Fountain. If you can do that we would appreciate it, Mr. 
Anderson. 

Mr. Anperson. We will be happy to supply that data for the 
committee. 

Mr. Horirretp. Can we have the monthly price of butterfat and the 
corresponding average price for each month of cheddar cheese so that 
we can see whether, as the price of butterfat went up and down, there 
was a corresponding variation in the price of cheese? It would be 
very interesting to find that out. 
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Mr. Fountain. Could you get that for us, Mr. Anderson ? 

Mr. Anperson. Would you want the price of butterfat or the price 
of whole milk? 

Mr. Hortrtevp. Is this $3.51 the price for butterfat ? 

Mr. Anverson. No; that is per one hundredweight of milk. You 
see, the cheese factory buys whole milk for making cheese. 

Mr. Ho.irtetp. They use whole milk? 

Mr. ANpeERSON. Yes. 

(The information is as follows :) 


TABLE 1.—Monthly average price of manufacturing milk, United States, 19538 
and 1954 (as published) 


ones per hundredweight] 








| 1953 | 1954 | | 1953 | 1954 
‘ani ee at |- sal epee acini semaiianinanig 

| | | | 

| 
a iene esa -----| 3.89 | 3.53 ei rhdckénouas yankeavanbonaians 3. 33 2. 97 
UII ciscric: crccsiaiedgcaeoncencalte Riou aoa eel 3. 71 eet coe ee 3.39 3. 08 
POMS, Soca acho ele Rte cs 3.56 | 3 20 | ae 3.53 3. 23 
eee ae 3.42 | 2.95 || October hee eT: a 
SN siintscsseshphveucinepencpaicd. MMM 2.91 | Dewberry 3.74| 3.41 
iin vnttinitairencccsiaited goatee ‘ 3. 28 | 90 | SINT finan sciatic tnnscsctisscreniosi sin 3. 67 | 3. 36 

t i 





TABLE 2.—Monthly average prices of manufacturing milk, United States, 1953 
and 1954 (adjusted to 3.95 percent of butterfat) ? 


[Dollars per hundredweight] 











| 1953 | 1954 || | 1953 | 1954 
Pe is eslnccdccmecaehal 3. 84 | SO ee ee ee 3.09 
TI a intact niece sce cit ts beeen 3.76 3.41 || August_._.......- tie ce | 3.44 3.14 
i de aitnbethvctemancucaee 3. 67 | LS Fe SION Sn Sen coe ck donc nny | 3.47 | 3.18 
Me nthansacaienihsetumetime | 356) 3 oo ee adn tants .--| 351 | 3.22 
De icikiticckss soctigiiaibaade -| 3.48] 3.03 || November_.................2....- | 3.55| 3.25 
3. 44 | 3.04. 1i December..........-...... poss et 3. 54 | 3. 29 
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1 The average butterfat content of manufacturing milk varies from month to month. The prices in this 
table are adjusted by dividing the price by the test for the month and multiplying by 3.95. 


TABLE 3.—Monthly average prices of Cheddar cheese, Wisconsin State brand, 
carlots, f. 0. b. Wisconsin assembly points, 1953 and 1954 


{Cents per pound] 











| 1953 | 1954 || | 1953 | 1954 
I ahs toon neeetile | Bail se | pS a Ee Pe ee | 36.7| 33.1 
ask stink itecn eed 37.9 | ORRIN 56 os ie ik eu cndccs on be | 36.8 33.8 
PN asa taen st ccce nee tenied | Aa i eens | 36.8] 33.8 
MEE £1 5csansastce 36.6) 31.9 ROME St cet | 37.7 | 33.8 
ME haideacbdskicnsiniaeambhncne |} 36.8 UA | 37.7 33. 5 
WER AoSicck tte e eens | 36.7 32.4 } sk oe | 369] 33.5 
| | 
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TABLE 4.—Weekly average price of Cheddar cheese, Wisconsin State brand, 
carlots, f. 0. b. Wisconsin assembly points, 1954 


[Cents per pound] 


July § 
July 
July 
July 
Aug. 
Aug. 
Aug. 
Aug. 
Sept. 
Sept. 
Sept. 
Sept. 
Oct. 
Oct. 8 
Oct. 
Oct. 2 
Oct. 3 
Nov. ! 
Nov. 
Nov. 
Nov. 2 
Dee. ¢ 
Dec. 
Dec. 
Dec. 2 
Dec. 


Jan. 

Jan. 

Jan. 

Jan, 

Feb. 

Feb. | 

Feb. 

Feb. 

Mar. 

Mar. 

Mar. 

Mar. 

Apr. 

Apr. 

Apr. 
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Apr. ¢ 

May 7 

May 

May 
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June 4— 

June 11 32. 
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U. S. DEPARTMENT OF AGRICULTURE, AGRICULTURAL MARKETING SERVICE, DAIRY 
DIVISION 


Summary of prices—Cheese, American, Cheddars, carlots, Madison, Wis. 


[Prices paid f. 0. b. Wisconsin assembly points] 


February March | April 1954 | February March 


| 1954 1954 1964 | Abril 1964 


3574-37 | 3454-37 (1) ae 3574-5 37 | (3) 
3574-37 | 3454-37 (1) 19__- | 3154-3214 
3574-37 3458-37 (?) i} 20 2 : } 3154-3244 
3774-37 3456-37 | (3) 1 ( 314-3244 
(4) (4) | 3156-3214 || 22._._-- 37 | 31%-32% 
(?) (2) 3144-3214 23.... se d (4) 

(3) | (3) | 314%-32%4 ao. d (2) 
3574-37 345§-37 | 3144-3244 kata : (3) 
3574-37 37 | (4) || 26 3144-3244 
3574-37 37 | (?) i} Se. . | 3144-3214 
3578-37 37 (3) 2... 3 3 3144-3214 
(4) (4) | 317%4-32% ts. 37 | 3144-32% 
(2) (2) 3174-3244 | ‘ iad 37 | (4) 

(3) (3) 3178-3244 31... (2) 
3574-37 3554-37 3178-3244 —___——— —|—— 

3574-37 37 (4) Average 36. 31 

3574-37 37 (2) 





1 Insufficient sales to report price. 
2 Saturday. 

? Sunday. 

4 Market not reported on Friday. 
5 Holiday. 


Mr. Reece. What is the normal monthly production of milk in 
poundage? It runs something like 50 billion pounds? 

Mr. Anperson. No. The May production is the only one I can re- 
member here, and that is just over 13 billion pounds this month. That 
is one of the high production months. ‘The production last year was 
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123 billion pounds for the year, as I remember it, so that your average 
would be around 10 billion pounds per month, Of course, in the spring 
months it is higher, and in the fall months it is somewhat less. 

Mr. Fountain. Mr. Naughton, counsel for the committee has some 
questions. 

Mr. Naveuton. Mr. Anderson, this 20 cents, or whatever benefit it 
was that the farmers received was due to the change in the grading 
regulations in the last part of March, is that correct? 

Mr. Anverson. That was a considerable part of it, yes. 

Mr. NAueuTon. Was it not the cause of all of this increase? 

Mr. Anperson. No, sir. 

Mr. Navuecutron. Would you say most of it was due to the change in 
grading regulations? 

Mr. Anperson. No; only probably the majority of it was. 

Mr. Naventon. And the change in grading regulations was actually 
an amendment to Da—100, was it not, although Da-—112 was issued 
at the same time? 

Mr. Anperson. IT would have to look to see whether they were is- 
sued at the same time. 

Mr. Navenwron. They were issued at the same time. 

Mr. Anperson. Then apparently they were part of the same docu- 
ment. 

Mr. Naveuton. But the change in grading regulations was an 
amendment to Da-100, under which you purchase cheese, isn’t that 
correct ¢ 

Mr. Anperson. I will have to look it up. It probably was. 

Mr. Naveuron. So that you could have made this change in grad- 
ing regulations without issuing Da-112? 

Mr. Anperson. That is correct. 

Mr. Naventron. So that whatever benefit the farmer got in the 
change in grading regulations was not had from Da-112? 

Mr. CoorEr. Then the cheese would have come to us under Da- 
112——— 

Mr. Reece. Restate the question. 

Mr. Coorrr. The question, Mr. Naughton, is could we have changed 
the inspection requirements without making the other changes? 

Mr. Founratn. Without the aid of Da-112. 

Mr. Navucnuron. The question was: Any benefit that the farmer got 
from the change in grading regulations was not due to Da-112, but 
due to the amendment of Da—100, is that not correct ? 

Mr. Coorrr. I would say that the farmer got some benefit from all of 
the changes which were made. I would say that the one that was the 
most important from the standpoint of the farmer was the change in 
grading requirements. 

Mr. Fountarn. And that was in Da-100? 

Mr. Coorrer. It was an amendment to that. As TI recall it we issued 
amendments to Da—100 and Da-102 as one document, and we issued 
Da-—112 as a separate document. 

Mr. Founratn. And that change in the grading could have been done 
without the issuance of Da-112? 

Mr. Cooper. Yes, that is right. 

Mr. Founratn. Do you have any further statement, Mr. Cooper ? 

Mr. Coorrr. Since we are changing Da-100 to permit delayed de- 
livery and inspection of cheese, then all of the cheese which was offered 
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in the transaction under Da—112 was cheese available under Da—100, 
so the problem then became that we required that we take it into our 
possession or actually contract in advance that he will buy it back from 
us, and that is what Da-112 was designed to do. 

Mr. Founrarn. But you were still buying cheese under Da—100 and 
you bought a considerable amount under it? 

Mr. Coorrr. Yes, we continued to buy cheese under Da—100, because 
there was apparently a large quantity available. 

Mr. Founrarn. At that time had Da-112 not been issued you would 
have continued to buy from such sources as you had under Da—100% 

Mr. Coorrr. Yes. [ want also to point out that the sales price of our 
cheese in Da—112 was 2 cents above the support level for cheese which 
we were buying during the month of April, so that it could have only 
a very limited effect, and we bought a very limited quantity. It was 
that quantity which the trade could take very quickly during the first 
2 weeks of April. 

I want to point out too in connection with the statutes, which said 
we shall support the price through purchases, that in that connection 
the question came up that we were then making by this method, a 
payment contrary to the statute. 

Now, I want to point out to you the legislative history on payments. 

Mr. Fountain. We will get to that later. I will have some specific 
questions on that when we get to it. 

Mr. Rerce. I have one further question in reference to the change in 
grading regulations. Would the producers have received the same 
benefits during the month of March from the changes made in the 
grading regulations without the aid of Da—112, which seems to have 
been issued simultaneously, as they did receive by both of them having 
been issued ? 

Mr. Coorrr. Let me point out this to you, that I personally do not 
believe that they would have gotten quite the same benefits. 

Of course, the amendments to Da—100, and the change in inspection 
regulations was of great help to the farmer, or the producer, but at the 
same time there would be large quantities of cheese which the manu- 
facturer would be trying to keep flowing into the pipelines and into his 
processes. Therefore he might be willing to offer all of that cheese to 
the Government and he might, therefore, continue to keep processing 
reduced to the producer amount. 

Now, how much of that is true, I think, is a matter of conjecture. 

Mr. Reece. What is your opinion about that, Mr. Anderson ? 

Mr. AnveErson. At the time this was announced we mentioned in 
the press that with the modifications that were being referred to, con- 
sidering the hours of labor, and the packing material that would have 
been used in repackaging these products, that the primary reason 
was to avoid what we considered an unnecessary cost to CCC in paying 
transportation on that cheese from where it was offered to us to the 
warehouses, and for putting it into storage, the storage for the first 
month, and putting it in, which is part of that storage for the first 
month. 

It is my opinion that under the law the way it is now written, 
and I have no quarrel with the law, the law says you shall support 
the price of milk and butterfats being sold by farmers. Now, the 
only method of doing that is to offer to purchase the products of milk 
and butterfat. Unless the people, in the normal course of business, 
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have confidence and assurance that the Department will carry out 
this effort to buy, they are going to buy from the farmer at lesser 
and lesser prices. So, “insofar as this gave assurance that they could 
sell it to CCC it had some minor influence, I would think, in strength- 
ening the price paid to the farmers. 

Of course, it had another important influence that has been brought 
up here, and that is a question that is entirely, I think, within the 
policy of the Department of Agriculture. If they want to pursue 
it to give maximum benefit to the farmers, I suppose that all products 

taken into CCC inventory would be held and never returned to the 
market, but the farmers, as they understood it, had some interest 
in maintaining a continuation of sales through the consumers. Insofar 
as keeping the channels of trade supplied, and insofar as making 
the product continuously available to consumers to help consumers 
they also benefit from that. 

I admit, Mr. Chairman, when we get into these fields that we have 
to use our judgment, considering the way the trade has reacted in 
other times, and I am sorry to say that there is no possible statistical 
proof that we can supply you with on this matter, as far as I know, 
and the only thing that I can suggest is that there are people in the 
trade, both produc ers and others who might be able to supply you 
information that we might check. I would not know the answer. 

Mr. Fountain. Mr. Cooper, one more question on the legal opinion. 
As I understand it you said that you did not feel that you had 
sufficient time to give a boiled-down version of the opinion which 
you have given here in support of Da-—112 to the Department in writ- 
ing before the issuance of Da—112? 

Mr. Coorer. That is right. 

Mr. Founrarn. Could you not have given your conclusion with 
brief reasons therefor and include a statement that a more detailed 
explanation would follow so that they could have taken action based 
upon your conclusion and would later have an opinion, as a matter of 
record, to support Da-112? 

Mr. Coorrer. They might have. I did not think it was necessary 
at the time. I can still write an opinion. 

Mr. Founrarn. I think maybe we have an opinion already from 
your office that is interesting, and we will get to that a little later. 

Now, Mr. Anderson, it is usual for the Department, when something 
is being pr epared for action by the Secretary and the Board of Diree- 
tors of the CCC, to make up a docket, is it not? 

Mr. Anperson. For the over-all price support program it gets up 
a docket. 

Mr. Fountain. Did you have a docket for Da-112? 

Mr. Anprerson. No, sir. 

Mr. Horrzman. Which you have to do under your normal and cus- 
tomary procedure ? 

Mr. Anperson. No, sir. 

Mr. Fountain. Do you havea copy of any minutes that were written 
up concerning DA-112? 

Mr. Anperson. No, sir. 

Mr. Fountain. Mr. Anderson, you and Mr. Shulman previously 
stated, did you not, that Da—112 was entered into under the authority 
of the Agricultural Act of 1949? 

Mr. Anperson. Yes, sir. 
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Mr. Founrtarn. I believe on page 55 of the transcript of the June 1 
hearings, the following appears: 

Mr. FountTAIN. What did you consider your legal authority for entering into 
these simultaneous “purchase-resale” contracts? 

Mr. ANDERSON. The Agricultura! Act of 1949. 

Mr. SHULMAN. * * * Legal authority, as Mr. Anderson has pointed out, is the 
Agricultural Act of 1949, as amended, which required us to support the price of 
milk and butterfat through purchases of dairy products. 

And you, Mr. Anderson, as head of the Dairy Branch, and you, Mr. 
Shulman, as Deputy General Counsel, were, of course, expressing the 
views of the Department in making those st: itements, I imagine, were 
you not ? 

Mr. Suutman. I was expressing the view of the law office of the 
Department, yes, sir. 

Mr. Foountarn. You were expressing the view of the law office of 
the Department ? 

Mr. SHutMAN. Yes, sir. 

Mr. Fountain. Now, the authority provided in the act of 1949 to 
support the price of dairy products is contained in title II, which re- 
lates to designated nonbasic commodities, isn’t that right? 

Mr. SHurman. That is correct. 

Mr. Fountarn. Section 201 of title II authorizes and directs the 
Secretary of Agriculture to make available price support to producers 
for milk, butterfat, and the products of milk and butterfat, does it 
not? 

Mr. Suctman. That is correct. 

Mr. Fountain. And the policy of the Agricultural Act of 1949, as 
expressed in the language of section 201 : and in the conference report, is 
that you are to carry out the price-support program in order to give 
the benefit of it to the dairy farmer, who produces milk and butterfat, 
is that correct ? 

Mr. Anperson. Yes, sir. 

Mr. Fountain. Do you agree with that, Mr. Shulman? 

Mr. Suutman. I agree that the intention of the act is to conduct a 
program overall to assure that the farmers will get the benefit of it. 

Mr. Fountarn. I understood that to be your previous testimony, and 
I was just seeking confirmation of it. 

I have an excerpt from the conference report on the Agricultural 
Act of 1949 which reads: 

In providing price support for milk, butterfat, and the products of such 
commodities, it is intended that programs will be carried out through loans on, or 
purehases of, butter, cheese, evaporated milk, and dry milk powders so as to 
assure the producers of milk and butterfat the benefit of the price support 
authorized by the bill. 

There is no question about that ? 

Mr. Suutman. No, sir, that is correct. 

Mr. Founrarn. Now, since the law “authorizes and directs” the 
Secretary to “make available price suport to producers” for dairy 
products and mentions no other groups or classes to whom support is 
to be made available, then it follows that the Secretary is neither 
authorized or directed to make such price support available to other 
groups, such as retailers, wholesalers, or distributors. Is that correct ? 

Mr. Suunman. Mr. Fountain, I would not ace ept that statement as 
you made it. I would refer you to the fact that the act specifically 
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says that the price for milk, butterfat, and commodities, and so forth 
shall be supported at the prescribed level. It says— 
such price spuport shall be provided through loans on, or purchases of, milk 
and the products of milk and butterfat. 

I think that the Congress intended that we should carry out the 
program of support prices of milk and butterfat by doing just the 
sort of thing that the Department has done, by announcing a program 
under which we offer to buy this dry milk, solids and butterfat at prices 
which reflect to the farmers the requisite ‘level of price support. 

Mr. Founratn. Do you, Mr. Anderson, take the position that you 
are authorized to make price supports available to retailers, whole- 
salers or distributors? I know what your previous testimony has been 
as to the effect of these purchases, but I ask you if you take the position 
that you are authorized to make price supports available to retailers, 
wholesalers or distributors ¢ 

Mr. Anperson. No, we do not make price supports available for 
retailers, wholesalers or processors. We purchase products from those 
people. 

Mr. Fountain. But the price supports are to go to the producers? 

Mr. Anprerson. Yes, they are to go to the producers, but the only 
method which is made available to the Secretary of Agriculture is to 
offer to purchase the products of milk and butterfat from those 
people. Now, the Agricultural Act of 1954 did change this, and it 
gives us authority to buy milk. 

Mr. Fountain. You have that authority now which you did not 
have prior to the 1954 act ? 

Mr. Anperson. Yes, sir, that ismy understanding. 

Mr. Suutman. I think the Congress very well knew at the time 
that a program of this sort had to be conducted within the limited 
authority of the Department to support the price of milk and butter- 
fat and dairy products. 

Mr. Hourzman. Let us see if we can resolve this with respect to the 
intent of Congress. Mr. Shulman, is it your understanding of the 
law that payment to a processor or a manufacturer or a retailer is 
prohibited under the act ? 

Mr. Suvutman. My understanding of the law is that we are not au- 
thorized to use payments to producers or processors as a method of 
price support. I think a review of the legislative history of the act 
will demonstrate very clearly in it what was meant, what was meant 
by Congress’ failure to give the Commodity Credit Corporation to use 
processor payments as a method of price supports. 

Mr. Hovrzman. In other words, and in essence you are saying that 
we can subsidize under this program manufacturers or processors or re- 
tailers if, incidentally, it helps the farmer? Is that correct? Is that 
your present interpretation of the law? 

Mr. Surman. My interpretation of the law is this, that we are 
limited to making purchases of or loans on dairy products. We are 
not permitted to use processor payments as a method of price support. 

So long as we are making the purchases of dairy products or loans 
on dairy products in a manner which does not involve using processor 
payments as a method of price support, it is my opinion that what we 
are doing is fully authorized, and it is my opinion that the transaction 
that the Department has been carrying out is fully authorized, and it 
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constitutes a legitimate use of our authority to make purchases of dairy 
products, and that it did not involve the making of processor payments 
in violation of the intent of Congress. 

Mr. Hotrzman. Of course, that is entirely your conclusion, Mr. 
Shulman. That is what we are here for, to determine whether or not 
it did involve that. 

Mr. Suutman. Yes. 

Mr. Hoirzman. Now, suppose the ABC retail store came in under 
DA-112 and sold you X amount of cheese for which you, in turn, gave 
them a check for the difference in price of 2 or 3 cents a pound, would 
you say that that payment was authorized under the law? 

Mr. Suutman. Well, I think it would depend on many things, first, 
whether we bought the dairy product, or whether we sold it to them, 
and whether that program was undertaken for the purpose of carry- 
ing out the mandate of the law to support the price on dairy products. 

Mr. Hotrzman. Now, the purpose would be something which you 
might have back in your mind. That would be one way that you 
could determine the purpose of it, is that not so? 

Mr. SuutmMan. Well, the purpose of it would necessarily have to be 
to provide price support for dairy products in accordance with the 
statutory directions we had about it. 

Mr. Horirretp. Will you yield, Mr. Holtzman? 

Mr. Hontzman. Yes, ‘T shall be glad to yield. 

Mr. Houtrierp. Is it your opinion, Mr. Counsel, that you can achieve 
a purpose by the issuance of regulations which are in clear contradic- 
tion of the terms of the statute ? 

Mr. SuutmMan. Well, of course, Mr. Holifield—— 

Mr. Hoxirrevp (interposing). In contradiction of the terms of the 
statute, such as contained in section 201 (c). 

Mr. Suutman. If that involves a conclusion, I would respectfully 
disagree with that conclusion. 

Mr. Horirretp. No, I am asking you. I am asking you if you can 
formulate rules and regulations which would be in clear contradiction 
of section 201 (c) of the Agricultural Act of 1949? 

Mr. Suutman. Certainly not. 

Mr. Hourrrevp. Allright 

Mr. HotrzMan (interposing). Or any law, is not that so? 

Mr. Horirtetp. Now that you have said that, how do you reconcile 
your answer to Mr. Holtzman in regard to direct payments to the 

ABC Grocery Store. 

Mr. Suutman. I said we would not purchase dairy products except 
where we felt that there was a necessary provision to provide price 
support 

Mr. Horirretp (interposing). From the ABC Grocery Store? 

Mr. Suutman. We would do it only if we felt that was a desirable 
way of providing pr ice support. 

Mr. Hoxtrtetp. Section 201 (c) of the Agricultural Act of 1949 
directing support of the price of wholesale milk, butterfat, and the 
products of such commodities through loans on or purchases of the 
products of milk and butterfat, does not authorize the Secretary of 
Agriculture to support the price of milk and butterfat to farmers 
by means of a program under which payments would be made to the 
processors of dairy products in an amount equal to the difference 
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between the prevailing market price and a price for such products— 
and so forth. 

With that language in front of you you still say that you are al- 
lowed to make rules and regulations under which you pay to the ABC 
Grocery Store 214 cents a pound on such cheese as they have in stock 
on their shelves, or on the shelves of their suppliers? 

Mr. Suvtman. I do not believe I said that. I said the Department 
could buy this from them and resell it if they felt that that operation 
was good for agriculture. 

Mr. Horirietp. Notwithstanding the clear direction not to do it, 
just because you thought it was a good idea when the clear direction 
of the statute says that you should not do it. 

Mr. Suutman. You are stating that the statute directs that should 
not be done. 

Mr. Horirtetp. You do not believe that the statute directs that it 
should not be done? 

Mr. Suutman. The statute directs that we should provide price 
support through the purchase of dairy products. 

Mr. Howtrrecp. It does not tell you that you may do it. It says— 
does not authorize the Secretary of Agriculture to support the price of milk 


and butterfat to farmers by means of a program under which payments would 
be made to the processors of dairy products. 


It says it does not authorize you to do that, and now you have done it. 
Mr. Snutman. Now, you are not reading from the law. You are 
reading from an opinion rendered to our office, an opinion of the At- 
torney General. 
Mr. Hourzman. Do you feel that is right or wrong, Mr. Shulman ? 


Mr. Suutman. What? 

Mr. Horrzman. Do you feel that opinion is valid or not valid? 

Mr. Suutman. I think the opinion is an entirely valid opinion 

Mr. Hourzman (interposing). Well, that is what he is reading from. 

Mr. SuHutman. It certainly does not stand for the proposition that 
Mr. Holifield maintains. 

Mr. Horrrrenp. What does it stand for? 

Mr. Suutman. It stands for the simple proposition that we cannot 
make payments to processors as a matter of price support. 

Mr. Hortriety. According to your testimony here you make these 
payments for the purpose of keeping prices up 

Mr. SuutmMan (interposing). I would like to, Mr. Holifield 

Mr. Horirrerp. Well, proceed. 

Mr. Founrarn. Please proceed so that we can keep the record 
straight. 

Mr. Knox. I would like to be able to read this testimony after it is 
written up. 

Mr. Suutman. If I may elaborate on that I would like to. 

Mr. Founrarn. Go ahead, Mr. Shulman. 

Mr. Suutman. The opinion which Mr. Holifield read was an opin- 
ion that was rendered by our office in June 1954. That opinion was 
rendered before the 1954 act was passed. 

At that time we concluded that the Secretary of Agriculture was 
limited to providing price support for dairy products, to making loans 
on or the purchase ‘of dair y products, and he was not author ized as a 
method of price support to make payments to processors. 
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That opinion was submitted to the Attorney General concurred in 
the view that we expressed. 

In October, after the 1949 act was amended by amendments made 
by the Agricultural Adjustment Act of 1954, our office was again 
asked to consider the question whether we were authorized to make 
processor payments as a method of price support. We rendered an- 
other opinion in October in which we concluded that processor pay- 
ments were still not authorized as a method of price support, and we 
further stated that “wash sales” could not be made if the purpose of 
a wash sale was to accomplish by indirection what could not be accom- 
plished directly, and that we could not directly support the price of 
dairy products by payments to processors. 

That opinion was again submitted to the Attorney General and he 
rendered an opinion in December 1954, and I would ‘like to read from 
that opinion. 

Mr. Fountain. We are going to get to that opinion. 

Mr. SuutmMan. But I cannot go into this question unless I can ex- 
plain it fully. I cannot do it unless I can read from this opinion, 
Mr. Fountain. 

Mr. Fountain. Proceed, and say what you are going to read from. 

Mr. Suutman. I am going to read from the opinion which the At- 
torney General rendered December 28, 1954. 

On page 4 of this opinion, in the final paragraph, the Attorney 
General concludes: 

I would, therefore, upon all the considerations discussed, agree with your 
Solicitor and answer your specific question in the negative. In reaching this 
conclusion I, of course, do not pass either upon the scope of your authority under 
section 201 (c), as amended, to dispose of surplus stocks of dairy products owned 
by the Commodity Credit Corporation or the legality of any particular dispos1! 
method. 

This is what he said in the earlier part of his opinion 

Mr. Horirrevp. That applied to the Agricultural Act of 1954? 

Mr. SHutMANn. Yes, the act of 1949, as amended by the 1954 act. 

Mr. Houirrevp. Was the first opinion rendered after the 1954 amend- 
ment was passed ? 

Mr. SuutMan. No, prior to that. 

Mr. Houtrietp. So that the opinion that you are now going to read 
applies to the 1949 act, as amended in 1954. 

Mr. Suutman. Yes, if I may continue. 

Mr. Hottrterp. I am just asking a question. I want to know what 
you are reading from. 

Mr. SHULMAN (reading) : 

I have noted from the submission that your Solicitor has concluded that section 
201 (c), as amended, does not authorize you to support prices to producers through 
payments to processors of dairy products directly or “through the device of a 
‘wash sale’ operation under which Commodity Credit Corporation would purport 
to purchase dairy products and simultaneously sell them back to the processor at a 
price lower than the purchase price, making a payment to the processor of the 
difference between the purported purchase and resale prices.” 

Now, this is the Attorney General speaking : 


It is assumed that the latter conclusion rests on the use of the so-called wash 
Sale operation to circumvent the legislative purpose in not authorizing subsidy 
payments as a method of price support. 


Now, the legal question involved is: Did the March purchase and sale 
transactions circumvent the purpose of Congress in not authorizing 





142 PURCHASE RESALE TRANSACTIONS OF CCC 


processor payments as a matter of price support? It is necessary to 
determine what is meant by “processor payments” first. 

In the case of dairy products, referring to the legislative history of 
price support of dairy products, I think you will find that there are two 
methods of price support that Congress considered in enacting the 
legislation for dairy products: First, the purchase method, and second, 
the payment method. Now, there i is a very definite and very distinct 
purpose for each method. 

Mr. Hoxtrretp. You mean the loan and the purchase method, do you 
not ? 

Mr. Suutman. Loan isa variation of purchase. 

Mr. Hortrrmeip. But that is what the act says. It does not say any- 
thing about payments, does it ? 

Mr. SuutMan. You may say one, the purchase or loan method, and 
the other, the payment method. 

Mr. Horirtevp. Is the payment method in the act ? 

Mr. Suutman. The act says only loans or by purchase. 

Mr. Horrrtevp. All right. 

Mr. SuutMan. Congress had before it when it passed that legisla- 
tion the problem of whether, in addition to authorizing loans and 
purchases, it would also authorize payments to producers or processors 
as a method of price support. 

As I have said there is a very definite and clear purpose in each 
of those two methods, and the Congress was very deliberate in the 
choice of the methods it selected. 

Now, as to the purchase method, the purpose of the purchase method 
is to maintain the milk price to the producers at somewhere near what- 
ever the support price is. This is to be accomplished by the purchasing 
of all of the commodity that consumers will not buy at the support 
price, holding it off of the market until it can move at that price. 

As to the payment method, the purpose of the payment method is to 
permit the commodity to be sold at whatever price it takes to move all 
of the commodity into consumption, and at the same time to provide 
the producers with a price or return equal to the support price. 

Mr. Houtrretp. Why do you substitute the word “payment” for “pur- 
chase” ? 

Mr. Horrzman. For the word “loan”, 

Mr. Houirte.p. No, for “purchase”. 

Mr. Suutman. I am saying that is the purpose of the payment 
method. 

Mr. HoriFretp. There is no payment method. There is a purchase 
method and a loan method. 

Mr. SHutmMan. That is correct. 

Mr. Horirretp. Why do you bring the word “payment” in? Is that 
u substitute? Are you using “payment” as synonymous with 
“purchase” ? 

Mr. SHutmMan. No, as a distinct method of price support. 

Mr. Hourzman. Other than purchase or loan ? 

Mr. Ho.irretp. In other words, it is something that is not in the 
law ¢ 

Mr. SuHutmaN. That is correct. I am using the payment method 
of price support as a method of price support, one presently not 
authorized by the law. 

Mr. Hortrretp. But do you think you are authorized to use it? 
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Mr. Suutman. No, sir. I think what we did did not move to use 
the processor payment method. 

Mr. Horrzman. If it was not a payment method why should we 
discuss it ? 

Mr. Reece. Mr. Chairman, the Counsel is undertaking at present 
to give a legal basis for the action which was taken. I think it would 
be ‘helpful “if he could be permitted to conclude without too much 
interruption. 

Mr. Houirievp. If he brings in methods which are not contained 
in the law and starts off with a device in justification of a method 
not contained in the verbiage of the statute or the regulations, why, 
he is subject to challenge immediately. 

Mr. SHuutmMan. I would like to explain to you why we are not 
using processor payments as a method of price support, since I have 
explained what they are. 

Mr. Fountain. Yes, go ahead. 

Mr. SHutman. Congress had before it the consideration of methods 
which it should authorize the C Yommodity Credit Corporation to em- 
ploy in providing price support for dairy products. There were two 
methods which it had in mind, the loan purchase method or the pay- 
ment method. 

Now, the loan and purchase method is a method which has for its 
purpose maintaining the price to the producers and the price to the 
consumer at the support price. 

This is accomplished through a sort of operation with the Com- 
modity Credit Corporation as the customer offering to take off of 
the market all of the dairy products that cannot move at the sup- 
port price. So much for the purchase and loan method. 

Now, as to the payment method, the purpose of the payment method 
is to permit a commodity to be sold at whatever price it takes to move 
all of the commodity into consumption, and at the same time to pro- 
vide the producers with a price return which is equal to the support 
price. This is accomplished by making payments to producers either 
directly or through processors, of the difference between the price 
at which the processor can sell the commodity and the support price. 

In other words, the objective of the payment method 7 to permit 
the market price to reach its natural level determined by the law 
of supply and demand, to permit all of the dairy products to be ab- 
sorbed at that market price and to make that price up by making a 
payment to the producers either directly or through processors “of 
an amount equal to the difference between the market price and the 
support price, 

Next the March purchase and resale transaction did not circumvent 
the purpose of the Congress in not authorizing processor payments 
as a method of price support. No commodity was sold at a price below 
the price in effect at the time of sale. In fact, every sale in the 
domestic market was made at a price higher than the support. price 
in order to assure that the market price to the consumers would not 
drop below the support price. The purchase and resale operation 
was selected because it seemed to provide, in the opinion of the De- 
partment, the most effective and efficient way to provide price sup- 
port through the purchase method. It kept the commercial pipe lines 
flowing, and it avoided delay in sales just to processors. 
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When the new milk year began the support price and sales price 
was lower. It was an additional expense to move the cheese from 
the processor’s plant down and back again, and it was an expense to 
process and repackage the cheese. The purchase resale method was 
not a device to make processor payments as a method of price support. 
It only constituted a practical, efficient and legitimate use of CCC 
authority to provide price support by the purchase method. 

Mr. Hotirtetp. So you chose that method in spite of the fact that 
section 201 (c) of the regulations prohibited you from using it? 

Mr. SuutMan, Certainly not, sir. I have said just the opposite 
in my statement. 

Mr. Hourzman. Will you yield, Mr. Holifield? 

Mr. Houtrrevp. Yes. 

Mr. Hourrzman. We have been talking about the payment plan 
here. What is there, if anything, in the law that gives you the right 
to make those payments ¢ 

Mr. Suutman. Mr. Holtzman, we did not make payments. We 
bought dairy products, and we disbursed to the processor the differ- 
ence between the purchase price and the sales price. We did that as 
the most practical, efficient and effective way to conduct a purchase 
operation under the circumstances then existing. 

Mr. Houtrretp. Do you take the position that you are authorized 
to do it again? 

Mr. Suutman. Certainly, sir. I take the position that the Com- 
modity Credit Corporation could conduct the same sort of operation. 

Mr. Hottrretp. Notwithstanding the two opinions of the Attorney 
General that have been given to you since this transaction ? 

Mr. Suvutman. The two opinions of the Attorney General were 
simply opinions agreeing with the conclusions of our office that I 
participated in reaching. 

Mr. Hotrrrecp. You mean that you could go to Mr. Kraft today and 
buy 50 million pounds of cheese at 37 cents and then sell it back to 
him at 34 cents, and that you are completely authorized by the law 
to do that at the present time? 

Mr. Suvtman. I think we are, sir, if, in the judgment of the De- 
partment that sort of an operation will aid price supports of dairy 
products. 

Mr. Houirrevp. That does not come under the heading of a wash 
sale, in your opinion? 

Mr. Suvutman. No, sir; it does not come under the heading of a 
wash sale in our opinion and the opinion of the Attorney General. It 
does not represent a fictitious sale made simply for the purpose of 
circumventing the purpose of Congress in not authorizing us to use 
processor payments as a method of price support. I do not think that 
this is such a transaction. 

Mr. Hourrretp. You do not consider that this particular trans- 
action was a wash sale? 

Mr. Suutman. No, I do not consider that it was a wash sale in 
violation of the Attorney General's opinion or the opinion of our 
office. 

Mr. Hovtrietp. So, your opinion is that you can consummate other 
transactions along this line with the full authorization of law if the 
Department decides that it is expedient ? 
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Mr. Suutman. If they decide that is an effective way to carry out 
the price support program. 

Mr. Hotirtevp. That is very interesting. 

Mr. Fountain. Your conclusion is that Da-112 was authorized 
based upon the intent of the Department ? 

Mr. SHULMAN. No, sir; that is not my conclusion. My conclusion 
is it was authorized because it represented what we, in the judgment 
of the Department, felt was an effective way of fulfilling our price 
—— responsibility under the law. 

ir. Fountain. Just to make it absolutely sure, as to what your 
position is, and I think you have taken a different position from that 
of your superiors, on October 13, 1954, here is a statement signed by 
Mr. Farrington, and I want to read it again for emphasis. The state- 
ment is as follows: 


Moreover, we do not believe that the Secretary of Agriculture may make plant 
payments through the device of a “wash sale” operation under which Commodity 
Credit Corporation would purport to purchase dairy products and simultaneously 


sell them back to the processor at a price lower than the purchase price, making 
@ payment to the processor of the difference between the purported purchase 


and resale prices. The purchase and sale involved in such a transaction would 
not be a realistic purchase and sale of dairy products but would constitute a 
mere device for the purpose of accomplishing by indirection what could not be 


accomplished directly. 

By way of conclusion, it is our opinion that the dairy provisions of the Agri- 
cultural Act of 1954, when considered in the light of their entire legislative 
history, do not authorize processor or plant payments as a method of price 
support. 

The Solicitor refers in that statement to plant payments, under a 
purchase resale proposition which is described in the opinion. 

Do you mean to tell me that Da-112 was not identical with the 
situation which is outlined in this opinion of your own Solicitor ? 

Mr. Suutman. I most emphatically do, sir. At the time that opin- 
ion was written, the Department had under consideration an entirely 
different type of price support program. It had under consideration 
using processor and plant payments as a medium of price support. 

Mr. Fountain. But, the law was the same. 

Mr. Suutman. A program where the market price would have 
been permitted to reach its own level where we would have made up 
the difference to the producer between the support price and the mar- 
ket price, that it would absorb all dairy products through a payment 
either directly or through processor payments, that was not, sir, the 
type of program involved at the time Da—112 was issued. 

The opinion which we gave in October would still be our opinion 
today, sir, and I still say under that opinion we would still approve 
this very same transaction. 

Mr. Hoxirretp. Mr. Chairman, I just submit that the gentleman’s 
statement, regardless of what they had in their minds at the time 
they wrote that opinion, has nothing to do with the words of the 
opinion which are just as plain as any words could possibly be, and 
to try to attach this to some other type of procedure is completely 
misapplying the meaning of the language of the act. 

Mr. Suvu_Man. I can only say, sir, that our office prepared the 
opinion. 

Mr. Honirrecp. You prepared it, but you did not live by it. 

Mr. Suurtman. We certainly did, sir. 





146 PURCHASE RESALE TRANSACTIONS OF CCC 


Mr. Houirtetp. If that is the witness’ opinion, there is a conscious 
effort on your part to cover up a wash sale. 

Mr. Reece. I think that is an unfortunate statement, Mr. Holifield. 

Mr. Horirrevp. It is justified, because he goes in flat contradiction 
to the words which are in this statement, and which any student of 
the English language knows, and uses the statement as not meaning 
what it says, but 1 meaning something else. 

Mr. Reece. Mr. Chairman, when the member first read from that 
memoranda here, I understood he was reading from the law, but it 
turned out differently, and that he was reading from an opinion by 
the counsel. 

Mr. Horirrecp. From an opinion by the Attorney General. I named 
the section of the law that it applied to. This is from the first page 
of the Attorney General’s opinion, which appears on page 185 of our 
transcript of June 1. 

Mr. Rercr. But, it was based upon an opinion given by the counsel’s 
office of the Department of Agriculture. 

Mr. Horirterp. To the Attorney General, which was confirmed by 
the Attorney General. 

Mr. Reece. Which I presume was written basically by Mr. Shulman. 
He, in writing that opinion, based it upon his knowledge of the law. 
He subsequently wrote an opinion based upon his knowledge of the 
law, and his procedure. I do not think his motives can be challenged 
in one any more than the other. He has explained what would appear 
to my satisfaction as the basis for his opinion relating to Da-112. 

Mr. Ho.irrerp. I am glad the gentleman is satisfied with it, but I 
am not satisfied with his explanation. It is perfectly all right for you 
to be satisfied with it. 

Mr. Reece. The purpose of which was to aid the price support pro- 
gram, and to stabilizing of prices, and as the gentleman from Wiscon- 
sin, who represents one of the very large dairy areas, stated, here on 
his own authority, however, that he felt had not this action, Da-112, 
and the corresponding order being issued, that the producers would 
have suffered very great losses. Likewise, it has been testified that the 
Commodity Credit Corporation would have suffered much greater 
losses on behalf of the Government in that they would have been re- 
quired to incur a very considerable expense, and then later their pur- 
chases in the early months of April would have been stimulated so that 
in the overall the Commodi ity Credit Corporation would have had to 
make greater purchases than were made by Da-112 having been 
issued. 

Mr. Hotrrrecp. That is exactly what I would say if I were defend- 
ing a wash sale. TI do not have any objection to them saying it, if they 
want to, with that type of thinking, and their personal opinions to 
justify what is plainly a wash sale, where they gave over $2 million 
of Government money to processors, and they never moved 1 pound of 
cheese off the shelf, and it did not change the market at all. 

If they want to justify it on that basis, it is all right with me, but 
the record will speak for itself. I heard the testimony. I do not 
object to the gentleman from Wisconsin, Mr. Laird, giving his testi- 
mony as to what he thinks it did. If I were in Wisconsin, I would 
probably do the same thing. 

Mr. Founrarn. T might say this, Mr. Holifield: Mr. Laird did not 
say that he thought the 20 cents gained for the farmer was brought 
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about specifically by Da-112. He said it was because of the change 
in the grading regulations, and those changes were included in Da-100 
which could have been issued without the issuance of Da-112—— 

Mr. Larrp. Mr. Chairman, could I tell you what Da-112 did? 

Mr. Reece. I would like to hear it, myself. 

Mr. Fonrarn. Yes; if you know. 

Mr. Latrp. Da-112 had a very important effect upon the cheese 
market, and an important effect upon the Commodity Credit Corpora- 
tion, I believe. 

If all cheese had been delivered and stored, and transported by the 
Commodity Credit Corporation to one of their warehouses, there would 
have been no cheese in the market channels to be sold in the retail 
market during the first few weeks in April. During the first few 
weeks of April, it would have meant that the consumers throughout 
America would not have been able to buy cheese. 

Mr. Houtrtevp. I would not have been for that. 

Mr. Larrp. I would not have been for it either, because it was 
important to the dairy farmers to keep an even flow of cheese into 
the commercial retail outlets, and if cheese sales would have gone 
down during the first few weeks in April, it would have meant that the 
Government’s purchases and the retaining of cheese by the Com- 
modity Credit Corporation, and a much larger percentage of their 
purchases would have been retained because the only way to get 
this cheese disposed of is to eat it. 

Da-112 meant that more cheese was eaten in the United States. 
Simply, that is what it meant. 

Mr. Houtrtep. Mr. Laird, I want to say that I have been here for 
13 years, and I voted for evey one of the agricultural acts and for all 
the price-support programs. So, I am heartily in favor of the objec- 
tive of getting food to the people, and supporting the level of prices 
to the producers, but I want to see that it gets to the producer and that 
it does not stop with the middleman. I very strongly suspect that 
most of this stopped with the middleman, including the Giant Food 
Stores, and other retail establishments, who also received checks. 
I know very well that not one penny of that got to the Wisconsin 
farmers and you know it, too, sir. 

Mr. Latrp. I do not know that, and I would have to disagree with 
you on that. The place that the processor will make money is not 
on a declining market, but on an increasing market, and if you will 
go to what happened in 1950, you will find that there was a 5-cent 
increase in the market. 

Mr. Ho.rrrerp. He gets a cushion from the Government on a 
declining market, and he will benefit. 

Mr. Latrp. No, sir; he won’t profit, because he could always have 
bought the cheese back at that price at any time. 

Mr. Founrarn. Mr. Laird, you are not in a position to express an 
opinion as to whether or not the action taken pursuant to Da-112 
was legal ? 

Mr. Latrp. No, sir. 

Mr. Hourzman. Mr. Chairman? 

Mr. Founrarn. Mr. Holtzman. 

Mr. Horirzman. Mr. Shulman, I am very distressed about your 
statement, that this was a legal action and not a circumvention. 
Suppose, we take the Giant Food Stores, which I called the ABC 
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grocery stores before: Now, in your opinion would the payment to 
the Giant Food Stores constitute a circumvention of the intent of 
Congress as expressed in section 201 (c), and the opinions which 
followed ¢ 

Mr. Suutman. Well, I certainly think, Mr. Holtzman, that if the 
Department of Agriculture simply set out to make a payment to the 
Giant Food Stores of an X amount of dollars, that payment would 
not be authorized by section 201 of the Agricultural Act of 1949. That 
is not what we were doing. 

Mr. Houirtevp. It is what you did here. You say it was not what 
you were doing, but it is exactly what you did. 

Mr. Horrzman. What you are saying is that when the Department 
has somewhere back of its mind that they want to do the right thing 
for the producers, then they can do anything, including giving checks 
to the Giant Food Stores and to my mother-in-law, if necessary, if in 
the opinion of the Department somehow, some way, and in some 
fashion you are filtering back to the producer, some benefits; is that 
correct ? 

Mr. Suutman. I would not put it as you have put it. 

Mr. Hourzman. You would omit my mother-in-law, I take it? 

Mr. Houtriery. If your mother-in-law had a corner grocery store, 
and if she had $50 worth of cheese in the store, she would be entitled to 
her share of it, just as much as the Giant Food Stores. 

Mr. Suvutman. I think the responsibility for determining at what 
level the dairy products shall be purchased and in order to provide the 
requisite level required by law, is a decision that Congress has rested 
with the Department of Agriculture. 

Mr. Reece. Mr. Chairman, I believe Mr. Morse, the Under Secre- 
tary, was desirous of making a statement. 

Mr. Founrarn. Yes; you may proceed, Mr. Morse. 

Mr. Morse. Mr. Chairman, there has entered the discussion the ques- 
tion of the effect of milk prices to farmers. 

I have before me, under date of July 18, 1955, a communication, go- 
ing out to the executives of the Member Associations of the National 
Milk Producers Federation, which members follow these matters very 
closely and they are in a position to analyze all such transactions, and 
know the effect on dairy farmers. 

We have had several inquiries— 
this statement says— 


from members relative to the Fountain subeommittee hearings on the activities 
of the Commodity Credit Corporation in 1954, under Da-—112. 

This was the plan under which the CCC bought and resold dairy products in 
February and March of 1954, in order to support the price of milk and butterfat 
to producers at announced levels up to the time of the reduction in support levels 
on April 1, 1954. 

In 1953, Secretary Benson announced— 


and may I say, Mr. Chairman, that this was a continuation of a pro- 
gram that had been in effect previously before he came into office— 


that he would support milk prices at 90 percent of parity, or $3.74 per hundred- 
weight, for the marketing year, through March 31, 1954. 

On February 15, 1954, he announced the support level of 75 percent of parity 
as for the 1954-55 marketing year. This new level reduced the support price for 
manufacturing milk 60 cents from $3.74 to $3.14. 

The results of this announcement were felt immediately by dairy farmers in 
all parts of the United States. Primary markets for manufactured products 
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weakened immediately, and butter and cheese processors would not pay more for 
milk than could be realized from its sale in processed form. They therefore 
reduced the price they paid farmers and at the same time planned to package 
all butter and cheese to meet CCC specifications. 

The intent was obvious. Processors were charging off inventory losses to 
farmers, and were planning to dump their entire holdings on CCC. The result 
of these acts were apparent. The announced support level would not be main- 
tained for the balance of the marketing year, and all manufacturing products 
would become the permanent property of the Government. 

It was against these facts that the USDA took action. 

The only method for action available to the CCC for supporting prices of milk 
was through the purchase of dairy products. The Department of Agriculture 
recognized that if processors could be guaranteed returns for all milk manufac- 
tured through March 31, 1954, then those processors would pay farmers the 
announced support levels through that same day. 

The Department of Agriculture officials also recognized that if processors 
were required to package their products to meet Government specifications and 
to deliver them to CCO, there was little likelihood that any of them would be 
repurchased. There would have been a complete emptying of the dairy supply 
pipeline by March 31, with a resulting loss of commercial sales and shortages in 
retail stores during a period of plentiful supply. 

The CCC had never guaranteed the seller that his exact lot of any dairy com- 
modity which he sold could be purchased by the seller, but under conditions that 
existed at this time, such an agreement was eminently well suited to the condi- 
tions which prevailed. 

This temporary method of operation enabled the Commodity Credit Corporation 
to maintain prices to farmers at announced support levels, and it accomplished 
its purpose without requiring CCC to become sole and permanent possessor of 
all manufactured dairy products then in the hands of supplies, as would have been 
the case, had the strict purchase and resale method been used. 

In addition to nraintaining these two basic requirements for the program, there 
were subsidiary benefits. Had there been on that no resale features written 
in to this program, CCC would have been liable for shipping charges on all which 
was bought, and would have had to pay at least 1 month’s storage, including all 
in-and-out warehouse handling charges. 

These savings unduobtedly amount to many millions of dollars. 

It is true that CCC bought cheese at 37 cents per pound, and sold the same cheese 
at 34.25 cents per pound. These same figure would have been applied, however, to 
all cheese bought had there been no transition program written. We can therefore 
infer that the subsidiary savings represent actual monetary returns from the 
adoption of this program. 

All co-ops who took advantage of this transitional arrangement returned the 
support price to producers through the announced period. We feel sure that it 
came as close to doing the same job through proprietary handlers as was possible. 

Sincerely, 
E. M. Norton, 
Secretary, National Milk Producers Federation. 


This copy was handed to me as I came into the hearing this morn- 


ing. Mr. Norton is here, if you would like to have him amplify it. 

Mr. Knox. Mr. Morse, as I followed your reading of the letter, I 
have formed this opinion: That if the method used in ‘the purchase and 
sale of the cheese in the warehouses of the processors had not been 
handled in the manner that it was, the processing of the cheese, plus the 
freight shipments, and so on, would have affected the price that the 
manufacturers could pay the dairy farmers. 

Mr. Morse. Very definitely, without some assurance against—— 

Mr. Knox. In other words, additional cost would have had to be 
absorbed somewhere, and so in order to absorb it, they would have to 
charge it up against the dairy farmers ? 

Mr. Morse. Yes, sir; and further, these costs when they get into a 
commodity like dairy products, and in a support operation such as 
you have before you, are borne not only in lower supports to farmers, 

















































150 PURCHASE RESALE TRANSACTIONS OF CCC 


but in costs to the taxpayers which, as this Federation letter sets forth 
here, in our judgment it would save millions of dollars, and also cost 
to consumers. 

If you have to ship all of this cheese into the warehouses of the 
Government, and store it, and pay storage charges, as well as in-and- 
out costs, and then ship it out, and repackage it, and reprocess it, as I 
have indicated there, the consumer eventually pays the bill. 

Mr. Chairman, I have not heard the previous testimony, but as I 
remember, you correctly said there was no question about the intent 
on the part of the Department of Agriculture, and I want to assure 
you that the intent was to not only support the price to the dairy 
farmers but to save costs in the Commodity Credit Corporation, which 
means savings of costs to the taxpayers of this country. Further, I 
would say that a result of this operation was also to make this food 
available at a lower cost to the consumer. 

Mr. Fountarn. Mr. Morse, whose statement was that which you 
read ? 

Mr. Morse. Mr. Norton’s. Here is the gentleman who wrote the 
statement. 

As I say, that organization is almost an even closer student of the 
dairy situation than the Department itself. 

Mr. Fountain. What is the function of that organization, Mr. 
Morse? 

Mr. Morse. I would suggest you ask Mr. Norton. 

Mr. Norton. Mr. Chairman, our functions are many; one of which 
is to protect the price paid to producers under a support program, 
such as the one you are talking about; legislative matters, and general 
economics and information and education, and the like. 

Mr. Founrarn. What constitutes the membership of your organi- 
zation ? 

Mr. Norton. We represent one-half million dairy farmers, or dairy 
farm families, in all 48 States. 

Mr. Fountarn. You represent only dairy farmers? 

Mr. Norron. Only dairy farmers—dairy producers only. 

Mr. Reece. For the record, what is the official name of your organi- 
zation ? 

Mr. Norton. The National Milk Producers Federation. 

Mr. Founrarn. Mr. Morse, notwithstanding the intent of the De- 
partment, and the merit from the standpoint of the Department put- 
ing into effect Da—112, I assume you are not willing to take the posi- 
tion that if it were not authorized by Congress, or if it were illegal, 
you still would be justified in carrying out Da-112? 

Mr. Morse. We need to rely upon our counsel, and I was very glad 
that it has developed through here that the men operating this pro- 
gram are not new in the Department. They are people who have 
been, and I believe the testimony shows, that their period of service 
dates back prior to 1950, and this, I guess, applies also to Mr. Shulman. 

How long have you been with the Department, Mr. Shulman? 

Mr. SuutmMan. Going on 22 years. 

Mr. Morse. We, of course, rely upon their interpretation of what 
is legally right and sound, and I assure you that we would be the 
first to want to know of anything that was not in accord with the law. 

Mr. Founrarn. I can understand that. If they should be wrong, 
however, you would not take the position that you would still go 
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ahead and carry out a program of this kind if the same situation were 
to arise again ? 

Mr. Morse. No, sir. If it is not in accord with the law, we would 
want to know that. 

When one is dealing with cheese, one is dealing, of course, with a 
perishable commodity, and quite a complicated and difficult operation, 
and we face these situations in connection with other perishable 
products. When you are dealing with corn or wheat, or something 
which you can store, and keep, rather indefinitely, you have quite 
different situations, but if you have any suggestion as a result of 
these hearings, and your consideration as to how you could better 
handle this type of situation from a management standpoint, or 
otherwise, we would like very much to have your suggestions. 

Then, also, when you are looking at that, of course, you get the 
other problem where you are adjusting support price levels. 

Here is, as Mr. Anderson pointed out, a case back in 1951, where 
the support-price level was moved up 6 cents; well, look what happened 
to everybody who owned dairy products around the country, and you 
could say there was a windfall, but in operating these price-support 
problems, we are constantly faced with it, and if you have any way 
that you can point out to us how it can be done more effectively, and 
accomplish what Congress has asked us to try to accomplish—and 
that is to support the price of milk to farmers, and to producers—we 
would like very much to have those suggestions. 

Mr. Hotrzman. Mr. Morse, of course, you have no way of deter- 
mining the legality or illegality of this method. You rely upon 
counsel and you take the opinions which you are given, and that is 
understandable. 

Now, assume that the Comptroller General rules that this was an 
illegal transaction. It would be your attitude, I take it, to join to 
recover back these moneys paid out; would it not ? 

Mr. Morse. Well, there, again, we would rely upon the counsel, 
and their advice, as to what was the proper procedure on the part 
of the Department. 

Mr. Hotrzman. Suppose the Comptroller General ruled it was 
illegal. Would you not consider it your obligation to join in a move- 
ment to recover back these payments ? 

Mr. Suutman. That would be handled —— 

Mr. Fountain. He asked Mr. Morse, Mr. Shulman. 

Mr. Morse. Of course, if we engaged in an illegal act, —— 

Mr. Houtrzman. I do not mean with intent to defraud anybody. I 
mean you have acted outside the scope of the authority. We are not 
discussing intent here. We are discussing a statute, and discussing 
an interpretation of that statute. 

Assuming that it is determined that these payments were illegal, 
and that they were subsidies, in fact, to people who were proscribed 
from getting subsidies, I am trying to ascertain from Mr. Morse now 
whether it would be his attitude, or it would be his feeling, to join in 
a movement to get back these payments. 

Mr. Rerce. Mr. Chairman ? 

Mr. Fountatn. I think he is entitled to get an answer to his question. 

Mr. Reece, I do not think we have a right to get horseback opinions 
from Mr. Morse. 
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Mr. Hourzman. Mr. Chairman, I am not getting anything here. 
Mr. Reece. We should not get horseback opinions on a hypotheti- 
‘al question. 

Mr. Houirtetp. I remember a hypothetical question which was asked 
as to what might have happened if Da-112 was not announced, by 
the gentleman ‘from Tennessee, and if anything was hypothetical ‘and 
conjectural, it was that. 

Mr. Reece. These transactions have been consummated and many 
factors are involved. If I were in Mr. Morse’s place, I would not 
be in a position to answer that question categorically, and I would 
answer it just as Mr. Morse answered it. 

Mr. Founratn. He has not answered it yet. 

Mr. Reece. He said he would rely upon the legal counsel of the 
Department of Agriculture, and of the Department of Justice, as to 
what the procedure should be. 

Mr. Morse. That was the intent of my answer. When it comes 
to legal matters, we rely upon counsel and, of course, where they 
fee] as they have in these opinions here, they seek the advice of the 
Attorney General and the Justice Department. 

Mr. Hourzman. In other words, Mr. Morse, if counsel here pro- 
nounced it their attitude that this is a legitimate transaction, then 
regardless of what authority says it is not, you would not join in any 
any movement to recover back these moneys! Is that what you are 
saying, sir? 

‘Mr. Morse. If there is such a legal opinion which you ascribed de- 
velop, we would like to look at it in the light of all the developments, 
and again, upon the advice of our counsel-— 

Mr. Horrzman. I take it, then, that you do not rule out joining 
in such a movement if the Comptroller General should rule these 
payments illegal ? 

Mr. Morse. We would certainly review the matter fully at that 
time. 

Mr. Founratn. Let me ask you this, Mr. Morse: Assuming, for the 
purpose of argument, that you were to accept an opinion, if one were 
to be given of such force that this was an illegal act, regardless of the 
meritoriousness of intent, and that these funds ought to be recovered, 
how would you go about recovering them ? 

Mr. Morse. I will turn to the counsel for that answer. 

Mr. SuutmMan. Well, obviously, the only way you can pursue a 
legal claim that is resisted is by court action. 

Mr. Fountary. Could you use a setoff if you owed some of these 
processors money ? 

Mr. Suvutman. No: I did not think we could in this situation. I 
have no doubt that the processors would maintain, as I think they 
should, that this is a perfectly legitimate transaction, and I think if 
they do, they are entitled to their day in court. 

Mr. Hourzman. You feel that the Giant Food Stores would main- 
tain that same position, and you feel that they, too, would be justified ? 

Mr. Sucutman. The Giant Stores, Mr. Holtzman, are not involved 
in the situation we are discussing. 

Mr. Founratn. You bought some cheese from them. 

Mr. Sirciman. That is, unless we bought some cheese from them. 

Mr. Founrary. To that extent, they are involved. 
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Mr. Hoxirrep. They received a nice little check out of this from the 
Government. I suppose you are aware of that. So, 1 would say that 
they would be involved, if they received a nice check from the Gov- 
ernment for cheese in their warehouse and all they had to do was to 
sign a form and get a check for several thousand dollars. They would 
be involved in such a question, would they not ¢ 

Mr. SuutMan. Any person against whom the Government asserts a 
claim is entitled to his day in court. 

Mr. Fountarny. Mr. Shulman, I do not think we should single out 
Giant Foods but, as I understand it, there are a number of similar 
situations, including restaurants and bakeries which had cheese which 
was sold to the Government and repurchased. 

Mr. Houirietp. I would like to make the record clear that in using 
the name of Giant Food Stores, I do not hold them culpable of any 
intent to do anything that is wrong, and neither do I hold Mr. Morse 
or the counsel or any of these gentlemen guilty of intent. 

Mr. Hourzman. I would like to join in that statement. 

Mr. Horirrerp. There is certainly no thought along that line in 
my mind. My question is: Has there been a legal mistake made; 
and J think the committee is completely within its jurisdiction to 
find out. 

Mistakes can be made with purest of intent, but they are still 
mistakes. 

Mr. Reece. It would seem to me as if one of the basic considerations 
here is what seems to me to have been the statement of a false premise 
in the early period of this hearing today, and that is that the action 
taken under Da-112 and the related orders was not for the purpose 
of supporting the price program; whereas, all the evidence that has 
been adduced tends to show that it was for the purpose of supporting 
the price program, and that the producers would benefit by it, and 
that the consumers benefited by it, and that the Government benefited 
by it, and that if some action similar to the action that was taken 
had been not taken that the dairy industry during the remainder of 
the marketing year would have suffered dire consequences. 

Mr. Honirrevp. It is not so simple as that, Mr. Reece. 

Mr. Founrarn. Mr. Reece, if you will read the record of both hear- 
ings, and I happen to have re: ad both of them yesterday in an effort 
to refresh my memory, I think you will get a clearer picture of the 
testimony as to who got help, and who Mr. Anderson and others felt 
cot help from his transaction. 

Mr. Hottrretp. As long as this letter has been inserted into the 
record from the National Milk Producers Federation—of course, we 
have not had a chance to study it, but 1 suppose that it is a matter 
that we should discuss—I notice on this very point that in the fourth 
paragraph Mr. Norton, acting in behalf of this federation, says: 

The intent was obvious. Processors were charging off inventory losses to 
farmers, and were planning to dump their entire holdings on CCC. 

Processors were charging off inventory losses to the farmers. 

In other words, they were going to hedge on their projected losses by 
taking it out of the present price which they were paying to the 
farmers. So, at this point this plan is evolved to go in and buy these 
boys off, and say “We will grease your palm a little bit if you won't 
be so rough on the farmers.” Of course, the intent probably was to 
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protect the farmers, but the result was in the main a benefit to proc- 
essors, in my opinion. Also, here is what we have in the last para- 
graph. It is very interesting, and I think we ought to explore it: 

All co-ops who took advantage of this transitional arrangement returned the 
support price to producers through the announced period. We feel sure that 
it came as close to doing the same job through proprietary handlers as was 
possible. 

This is something I think we might well look into. We might find 
out what percentage of the money expended went to co-ops, and was 
transferred to the producers, and what percentage went to firms which 
were not co-ops, and was not transmitted to the producers. 

Mr. Founrarn. I think Mr. Anderson testified on that at the pre- 
vious hearing. 

Mr. Ho.irrevp. It would be very interesting to know what per- 
centage of co-ops got checks out of this deal, as compared to the 
percentage of private corporations. 

Mr. Fountrarn. I think Mr. Anderson testified at the previous 
hearing that while he would have to make a guess about any help 
the farmers may have gotten on any of the cheese sold to the processors, 
he thought you could very definitely say that they got the benefit 
of that which was sold to the co-ops; is that right ? 

Mr. Hottrrevp. I do not doubt that. 

Mr. Reece. It would not seem to me that there is anything unusual 
in the statement you read in the first paragraph. 

Mr. Houtrietp. There is nothing unusual. It is just that we might 
explore to find out what percentage of co-ops received the payments, 
so far as this transaction is concerned. 

So far as the co-ops gave the two cents back to the producers, I 
would say that the purpose of the act was consummated, but if the 
rest of these payments did not get back to the producers, then I 
would challenge them, and the accomplishment of the purpose of 
the act. 

Mr. Reece. There is nothing unusual in that the private handlers 
all charged the cost of the operation to the consumer. That is done 
in all business operations. 

Mr. Krurcer. Mr. Chairman, I would like to have a copy of that 
letter, and probably the rest of the members would want a copy also. 

Mr. Fountarn. Before we adjourn, I would like to have Mr. 
Naughton make one observation at this point. 

Mr. Naveuron. Since the name of the Giant Food Stores has been 
mentioned here, I would like to state that they have been very coop- 
erative in furnishing information. The reason that their name came 
up, rather than some of the other names, happens to be that they are 
right here in Washington, where it was handy to find out what the 
details of the transaction were. They have been very cooperative in 
furnishing information for the committee. 

Mr. Hourzman. I want to associate myself with the remarks made 
by Mr. Holifield earlier. 

There is nothing personal in this, and no desire on my part or 
on the part of any member of this committee, to impute some sinister 
motive to any member of any department, or counsel or anyone else 
attached to this hearing. 

Mr. Founrary. What is the pleasure of the subcommittee as to 
the hearings after lunch? 
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Mr. Reece. What is the legislative situation ? 

Mr. Hotirreip. I understand there is to be a pretty heavy session 
on the floor of the House. 

Mr. Fountain. What about you gentlemen? Would you be able 
to attend a hearing tomorrow morning ? 

Mr. Morse. Mr. Chairman, unfortunately, I am due out for the 
next 3 days, but Mr. Berger is here, and would be available tomorrow, 
and would be available for you. 

Mr. McConnell will be available the day after tomorrow. He 
was the Administrator, but he is now Assistant Secretary, and is 
fairly familiar with the transaction. 

Mr. Founrarn. Is there any necessity for us to have Mr. Morse 
here tomorrow? Does any member of the committee have any ques- 
tions which they would like to ask of Mr. Morse tomorrow ? 

Mr. Horrzman. I have none, Mr. Chairman. 

Mr. Founta1n. Suppose, then, we stand adjourned until tomorrow 
morning, at 10 o’clock. 

(Thereupon, at 1:30 p. m., the subcommittee recessed, to reconvene 
at 10 a. m., Tuesday, July 19, 1955.) 














PURCHASE RESALE TRANSACTIONS OF THE 
COMMODITY CREDIT CORPORATION 


TUESDAY, JULY 19, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The committee met at 10 a. m. in room 1537, New House Office 
Building, Hon. L. H. Fountain (chairman of the subcommittee) 
presiding. 

Mr. Fountain. The subcommittee will come to order. 

Will you let the record show, Mr. Reporter, that at the beginning 
of our oni this morning Mr. Knox, Mr. Reece, Mr. Holtzman, 
and the chairman are present. 

In the interest of saving time and to afford the reporter an op- 
portunity to record everything that is said, 1 would appreciate the 
members of the committee, seeking recognition from the chair before 
they ask questions and asking other members to yield before they 
interrupt. Yesterday I recall 1 occasion when there were 4 people 
talking at 1 time, including the witness and the chairman was talk. 
ing because he was trying to stop them. 

nder those circumstances it is difficult for anyone to take down 
the testimony. 


FURTHER TESTIMONY OF DON. S. ANDERSON, DIRECTOR, LIVESTOCK 
AND DAIRY DIVISION, COMMODITY STABILIZATION SERVICE; 
ACCOMPANIED BY TRUE D. MORSE, ACTING SECRETARY OF 
AGRICULTURE; EDWARD SHULMAN, DEPUTY GENERAL COUNSEL; 
GEORGE E. COOPER, CHIEF, COMMODITY CREDIT DIVISION, 
OFFICE OF THE GENERAL COUNSEL; AND WALTER C. BERGER, 
VICE PRESIDENT, COMMODITY CREDIT CORPORATION, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. Anderson, just a few preliminary questions prior to getting 
back into the meat of this matter. 

You made a statement yesterday morning, and I think it is similar 
to a statement which you made at the first hearing, which aroused 
my curiosity a little bit—when you said “I assume I recommended 
this program.” I wonder if you would tell us what you mean by that? 

Mr. Anpverson. Simply a little lack of faith in my memory. If you 
had to get me to prove it I might have some difficulty. But I am 
as sure as I am of anything that I recommended this program. 
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Mr. Founrarn. Did some other people also recommend it in the 
Department ? 

Mr. Anperson. Mr. Emery, who is one of my chief assistants, 
worked with me on the program, and he did not disagree with me, 
so I assume he joined in the recommendation. 

Mr. Fountain. Da-112 provides, does it not, that cheese offered 
must be either owned or under consignment to the offeror? 

Mr. Anperson. Yes, sir. 

Mr. Fountarn. Cheese can be owned by one person and under 
consignment to another at the same time, can it not? 

Mr. Anperson. Of course, cheese produced 

Mr. Hotrzman. The same cheese, Mr. Chairman. 

Mr. Fountain. The same cheese. 

Mr. Anperson. A given 100 pounds of cheese produced by, say, a 
Wisconsin factory on the 28th of March would be owned by that cheese 
factory. That cheese factory, as I explained yesterday, ordinarily 
does not paraffin the cheese, does not assemble it into car lots. These 
cheese factory owners have seen fit to have that performed by someone 
else, commonly called an assembler. 

The purpose of that was to make available to the farmer producing 
milk in the last part of March the price support. Since the cheese 
factory ordinarily sold to an assembler and the assembler to CCC, 
this permitted the assembler to make arrangements with that cheese 
factory to assure that they would get the cheese and that they could 
make the arrangements to sell it to CCC. 

Mr. Fountain. I think we understand that. The cheese factory 
could own it and it could be consigned to the assembler at the same 
time. 

Mr. Anperson. I assume unless the cheese factory owned it it could 
not consign it. I will have to defer to counsel on that matter. I 
assume right to consign would be dependent upon ownership of the 
cheese. 

Mr. Houirzman. So that the identical cheese could be owned by A 
and under consignment to B. Is that so? 

Mr. Anperson. That is the only possibility I can think of, Mr. 
Holtzman. I don’t see how, if the cheese factory didn’t own the cheese, 
they could consign it, and they would not consign it to themselves. 

Mr. Hourzman. I don’t know whether you understand fully what 
the chairman is asking. The chairman is asking whether the identi- 
cal cheese can be owned by one person and under consignment to 
another person. 

Mr. Anperson. The answer is that it would have to be. I see no 
alternative to that possibility. 

Mr. Fountarn. Just a preliminary question. 

Mr. Anperson. Thank you, sir. 

Mr. Fountarn. Can you tell me what provision of Da-112, if any 
or what precautions that were taken, prevented the same cheese from 
being offered to CCC by both the owner and the consignee or con- 
signees ? 

Mr. Anprrson. Yes, sir. 

Mr. Founrarn. I am sure you must have taken some precautions but 
we want it for the record. 

Mr. Anperson. Yes, sir. All the cheese, before it would be paid 
for, and this is one difference from Da-—100, before it could be offered 
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had to be inspected by a representative of the inspection and grading 
division of the Agricultural Marketing Service. 

As we discussed before, I discussed this problem with Mr. Ommodt, 
and I was reassured by Mr. Ommodt that it would be in his opinion 
practically impossible to issue two grading certificates on the same lot 
of cheese. 

In this particular case they took certain extra precautions by issuing 
instructions to their area supervisors for reissue to all graders that 
for cheese under this particular program that it be examined not only 
by the common methods but also by the additional examination of 
every individual lot in the carlot. 

They were to be sure that each carlot had the number of boxes that 
the seller indicated and that the cheese was there. 

I finally have found the instructions, sir. I will read one paragraph 
of it. If you wish I will supply you with a copy of the entire docu- 
ment. 

Graders and samplers performing grading or sampling of product for sale and 
repurchase by vendor under Announcement Da-—112 should be instructed to make 
a visual check on each lot offered to ascertain that the lot is intact and in exist- 
ence at time grading or sampling is performed. Actual count of the containers 
may be necessary in cases where there is some reason to question number of 
containers in lot. Graders and samplers also should be on the alert for possi- 
bility of dummy containers when checking lots. 

May I explain that a lot is a portion of a carlot. I am not positive 
on the point but I think a lot ordinarily is the cheese made from a 
single vat. 

Mr. Founratn. I understand a sale, as intended by Da-112, meant 
a transfer of complete ownership and not such limited interest as 
might simultaneously be sold by both the owner and by the consignee. 
In other words, the consignee had to have power to sell. 

Mr. Anperson. I assume that is what consignment meant in this 
particular case. 

Mr. Founrarn. I believe you testified previously, Mr. Anderson, 
and you also touched upon it again this morning, that the reason 
for including this consignment provision was to permit cheese to move 
through the normal channels of trade so that if a cheese factory had 
been in the habit of sending this cheese to an assembler he wouldn’t 
be forced to set up a procedure to sell directly to the Government. 
Is that correct ? 

Mr. Anperson. Yes. 

Mr. Fountain. There was not such provision in Da-100 under 
which you had previously been buying cheese, was there ¢ 

Mr. Anpverson. No, sir. 

Mr. Focunrarn. How had the people who had been selling cheese 
to CCC gotten along without it? 

Mr. Anperson. This was a question of permitting the factory to 
obtain the full benefits of price support during the latter part of March 
1955 in order that the factory could pay the farmer. 

The occasion never arose, unless there was a sharp drop in price- 
support level. That is, had the price support level remained the 
same—— 

Mr. Fountain. You would not have had this? 

Mr. Anperson. There would have been no need for it. Then the 
milk produced in the latter part of March, manufactured into cheese 





160 PURCHASE RESALE ‘TRANSACTIONS OF CCC 


in the latter part of March, could have been sold in April at the same 
rice. 

The purpose here was to give to farmers producing milk in the lat- 

ter half of March the benefit of the price support which had been 

promised them in the previous February. 

Mr. Hoxttzman. Will the reporter please read that answer? 

(Reporter read back the previous answer. ) 

Mr. Anverson. It is the cheese which would have been sold in April, 
not the milk. 

Mr. Fountarn. I assume you have this—would you be kind enough 
to furnish the names of the concerns which took advantage of Da- 
112 but which did not sell any cheese to the CCC under Da-100 dur- 
ing 1953 and the first 8 months of 1954? 

Mr. Anperson. We can supply that, Mr. Chairman, but it will take 
some time to do it. In past years it has been the custom to tabulate 
purchases by seller. Not for want of funds, but we simply have not 

en able to hire statistical clerks lately for those tabulations. I 
just don’t know when we will be able to do it because it will depend 
entirely on our ability to find the statistical clerks. In the last 18 
months we have not been able to find them. 

Mr. Fountarn. How long do you think it would take to get that 
information ? 

Mr. Anperson. We have been trying to get a tabulation of pur- 
chasers for the Administrator for the last 6 months, sir, and have not 
had the clerks to do it. 

You now have a tabulation of those who sold under Da-112, and 
we will have to get a tabulation of those who sold only under 100. 

Mr. Fountain. Yes. 

Mr. Anverson. I wish, sir, I could make a promise but that is our 
problem. We have been trying to do that for some time. 

Mr. Fountarn. Do you expect to tabulate that, anyway, in the course 
of your normal procedure when you get sufficient clerical help? 

Mr. Anperson. I have had a request from the Administrator about 
6 months and I have not been able to give it to him. 

Mr. Fountain. As soon as you get it would you supply it to the 
committee ? 

Mr. Anprerson. I would be happy to, sir. 

(The information is as follows :) 

Information furnished by the Department of Agriculture indicated that the 


following concerns offered cheese under Da-—112 but did not sell cheese under 
Da-100 from January 1, 1953, to March 31, 1954: 


June Dairy Products Co., Jersey City, United Creamery Co., Salt Lake City, 
N.:J. Utah 
Viasie Food Co., Detroit, Mich. Dilbert Bros., Inc., Brooklyn, N. Y. 
Milk House Cheese Corp., Dallas, Tex. Stop & Shop, Inc., Boston, Mass. 
Fremont Packaging Co., Inc., Weyau- Topco Associates, Inc., Chicago, Il. 
wega, Wis. : Modern Dairy Co-op., Sheboygan, Wis. 
Jack Greenberg, Inc., Philadelphia, Pa. H. A. Hovey Co., Boston, Mass. 
Kennedy .& Co., Cambridge, Mass. National Biscuit Co., New York, N. Y. 
W.S. Pope & Sons, Philadelphia, Pa. M. Wildstein & Sons, Philadelphia, Pa. 
Giant Food Shopping Center, Washing- Schreiber Bros, Inc., Baltimore, Md. 
ton, D. C. Outagamie Products Co-op., Black 
N. Dorman & Co., Inc., New York, N. Y. Creek, Mich. 
P, & C. Family Foods, Inc., Syracuse, Phenix Foods Co., Chicago, Tl. 
N. Y. E. J. Scray, Green Bay, Wis. 
Bildner, Bros., Irvington, N. J. H. P. Farmers Cooperative, Inc., Hol- 
J. S. Hoffman Co., Chicago, Il. land Patent, N. Y. 
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‘The Stouffer Co., Cleveland, Ohio 

Charles M. Denissen, Green Bay, Wis. 

DeKalb Creameries, Inc., New York, 
nm: Se 

Loblaw, Inc., Buffalo, N. Y. 

Woody’s Cheese Co., Green Bay, Wis. 

G. E. Zuercher & Co., Chicago, Il. 

Hillman’s, Inc., Chicago, Il. 

Bruder Dairy Products Co., Cleveland, 
Ohio 

American Stores, Inc., Philadelphia, Pa. 

Lily Lake Cheese Co., Inc., New York, 
N. Y. 

¥. H. Snow Canning Co., Inc., Portland, 
Maine 

Denver Milk Producers, Inc., Denver, 
Colo. 

Fred Wolferman, Inc., Kansas City, Mo. 

C. J. Berst & Co., Portage, Wis. 

Patch Grove Creamery, Patch Grove, 
Wis. 

Frank Ryser Co., Mayville, Wis. 

Clover Cream Dairy Products Oo., 
Marshfield, Wis. 

Sheboygan Falls Creamery Co., Sheboy- 
gan Falls, Wis. 

Blue Mounds Cheese Mart, Mount 
Horeb, Wis. 

‘Community Creamery, Missoula, Mont. 

Harp & Kettle Cheese House, Madison, 
Wis. 

Consolidated Badger Co-op., Shawano, 
Wis. 


Golden Rod Creamery Co., Chicago, Il. 

Calumet Cheese Co., Hilbert, Wis. 

Pleasant View Cheese Factory, Apple- 
ton, Wis. 

S. M. Flickinger Co., Buffalo, N. Y. 

H. J. Heinz Co., Pittsburgh, Pa. 

Arthur A. Simon, Appleton, Wis. 

United Biscuit Co., Melrose Park, Il. 

Challenge Cream & Butter Association, 
San Francisco, Calif. 

Dairy Cooperative Association, Port- 
land, Oreg. 

Tillamook County Creamery Associa- 
tion, Tillamook, Oreg. 

Clark County Dairymen’s Co-op., Bat- 
tle Ground, Wash. 

H. B. Yearsley, Pocatello, Idaho. 

Arden Farms, Patterson, Calif. 

Golden State Co., Ltd., San Francisco, 
Calif. 

Whatcom County Dairymen’s Associa- 
tion, Bellingham, Wash. 

Prairie Kist Foods, Los Angeles, Calif. 

Brooklawn Creamery Co., Salt Lake 
City, Utah. 

Von’s Grocery Co., Los Angeles, Calif. 

Monterey Cheese Co., San Francisco, 
Calif. 

L. Daitch & Co., Inc., Bronx, N. Y. 

Reedsport Creamery & Cheese Factory, 
Reedsport, Oreg. 


Mr. Fountarn. Are you in a position, Mr. Anderson, then, because 
of your experience with the transaction, to say that no cheese was 
offered to CCC by both the owner and the consignee? 

Mr. Anpverson. I have no reason to think that any was offered by 
both, and having discussed this prior to and about June 1 with Mr. 
Ommodt and his group I am sure they feel sure none was offered by 


both. 


Mr. Fountar1n. You feel confident the Government did not pay for 


“, cheese twice? 


r. ANDERSON. “Positive” is a very strong word, sir. 


Mr. Fountarn. Reasonably sure? 


Mr. Anverson. I feel reasonably sure. 
Mr. Hourzman. Is that because of this grading and inspecting 


situation of which you spoke? 
Mr. Anperson. Yes, sir. 


Mr. Horrzman. So that you feel that once a quantity, a particular 
quantity, of cheese was sold under Da~112 by the owner, it is most 
unlikely that the consignee of that same cheese would then sell it to 


the Government. Isthat correct? 


Mr. Anverson. That is my feeling, sir. 
Mr. Hourzman. You were dealing mostly with sales here, were you 


not? 
Mr. Anverson. Pardon? 


Mr. Horrzman. You were dealing mostly with people who had 
possession, had title tothecheese. Isn’t that so? 
Most of these transactions came from people who had title to the 


cheese rather than the consignees. Isn’t that so? 
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Mr. Anverson. I was just trying to think, sir. Of the cheese pro- 
duced in the last few days in March, I suppose it was rather difficult 
to have had the title passed from the manufacturer to the assembler 
on the cheese produced during the last few days of March. 

What quantity that was, I could go back and make an estimate of it. 
I do not have it here. 

I would guess, sir, that the biggest part of it, title had changed. 
I must emphasize that that is a guess. 

Mr. Founrarn. Are you in a position to say that your procedure 
for inspection and grading was sufficiently sound to have prevented 
the possibility of your having purchased cheese from both the owner 
and the consignee ? 

Mr. Anperson. I am convinced, sir, that it would make it highly 
improbable. The risk of doing that thing would be terrific. 

Mr. Founrarn. The offeror would be taking a big chance? 

Mr. Anperson. Yes; and probably would lose the right to grading 
service. The grading service undoubtedly would be denied them, 
and that would mean they never could sell to CCC until their grading 
privilege were restored, and I think the chance would be very, very 
large. 

Mr. Navuenron. Aside from the grading regulations, Mr. Anderson, 
was there anything in Da~-112 itself which would prohibit both of 
these parties from entering into a transaction with the Commodity 
Credit Corporation on the same cheese ? 

In other words, it is specified that the cheese might be offered by 
the owner or the consignee. What in Da-112 itself was there to 
prevent both of those parties from offering the same cheese? 

Mr. Fountrarn. There might be an implication, Mr. Naughton, from 
the language. 

Go ahead, Mr. Anderson. 

Mr. Anperson. I am not sure that there would be any necessity 
of putting that in Da-112. I am reasonably certain that the general 
regulations of the Department and the law would give us all the powers 
necessary to take care of any individual who did that, and we found 
out about it. 

Mr. Naventon. Would you say Da-112 contemplated absolute 
transfer of ownership and therefore only one person would be in a 
position to transfer that ownership? 

Mr. Anpverson. Certainly, 

Mr. Hourzman. No question about that? 

Mr. Anperson. No question about that. May I explain this—go 
ahead. After we have more time there are some other problems in 
connection with this, especially in relation to Mr. Holtzman’s question 
of yesterday as to how minor this matter was. 

Let us have the committee questions first, sir. 

Mr. Fountatn. We will give an opportunity to make any supple- 
mentary statements you might want to make in connection with any 
of these questions. 

Da-112 states, does it not, that the transaction contemplated is a 
sale by the offeror to the CCC, and a resale by the CCC to the offeror? 

Mr. Anperson. Yes, sir. 

Mr. Founrarn. Did you intend, in entering into these transactions, 


that there be a real sale to CCC and a real sale by CCC, or did you 
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intend that this action was to be some other kind of transaction 
which would not constitute sale and resale ? 

Mr. Anperson. We contemplated that it would be a sale by the 
industry and a sale back to the industry by CCC. 

Mr. Fountain. Then it was your intention to enter into a legitimate 
purchase and resale in every sense of the word ¢ 

Mr. ANDERSON. Yes, sir. 

Mr. Founrarn. I wonder if you, Mr. Cooper, or you, Mr. Shulman, 
would give the committee the benefit of your thoughts as to the defini- 
tion of a sale or purchase? 

Mr. Cooper. A sale in its simplest terms is one under which one 
person passes title of a commodity to another for a consideration. 

Mr. Fountarn. Transfer of ownership for a consideration ? 

Mr. Cooper. Yes, sir. 

Mr. Hottzman. What would be entailed in the passage of title? 
What rights would the parties get? What obligations would they 
have? 

We know, of course, this is a rather tall order for a short time, but 
generally speaking what would the purchaser be entitled to and what 
would the seller be obliged to do? 

Mr. Coorrr. That depends, of course, upon the terms of the particu- 
lar contract of sale. Normally I can buy a commodity, take title to it. 
I can leave it with the vendor as bailee for safekeeping for me for a 
period of time. That is one type of sale. 

I would have under that arrangement possible liability for loss if 
the commodity was burned or accidently Saket, 

Then when I took delivery of it, that would, let us say, complete that 
phase of the transaction. 

Under Da-112 we did not desire to assume risk of loss by having 
commodities burned or being confronted with the fact that cheese may 
have spoiled in the warehouse, so we provided that risk of such loss 
would remain with the original vendor. 

Mr. Hotrzman. Under Da-112 are you saying now that you never 
actually acquired title in the first phase of your sale and repurchase 
agreement ? 

Mr. Cooper. There was a contract, sir, which speaks for itself. If 
it did not pass title immediately I would call this a contract to sell 
rather than a precise sale at that stage of the game. 

Mr. Hortzman. I do not mean to stop you from answering, Mr. 
Cooper, but I think this question calls for a direct reply. Is it your 
statement now that under the first phase of the agreement solicited by 
Da-112 you did not actually acquire title until you sold it back? 

Mr. Cooper. It is my recollection that title passed to us just prior 
to the transfer back to them. It has been several months since I last 
read the contract. 

Mr. Founratn. Delivery actually affected redelivery, did it not? 

Mr. Cooper. Yes. 

Mr. Hottzman. But at some time before you sold it back you actu- 
a acquired legal title in every sense of the word. Is that correct? 

Mr. Cooper. That is our understanding, that we acquired legal title 
in every sense of the word. That is right. 

Mr. Hottzman. That is identical with ownership. Isn’t that so? 
Mr. Cooper. Yes. 
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Mr. Houtrzman. Ownership in the ordinary sense of the word and in 
the legal sense of the word ? 

Mr. Coorrr. That is right. 

Mr. Horrzman. At the moment that you acquired title, what, if 
anything, could you have done with that cheese ? 

Mr. Coorrr. I could have, if I wished to violate my contract of 
resale—— 

Mr. Hoirzman. I am not talking about violating the contract. I 
am asking what you could do, pursuant to the terms of your contract. 

Mr. Coorer. Pursuant to the terms of the contract I had obligated 
myself by a prior contract to resell that immediately to this concern. 

Mr. Hourzman. In other words, then, at no time when title passed 
to you and you acquired ownership of that cheese could you move 
the cheese. Is thatso? I speak now of Da-112. 

Mr. Cooprr. No, sir; under the terms of the contract. 

Mr. Hourzman. You had no right to change the form of the cheese 
at any time, did you? 

Mr. Coorer. No, sir. 


Mr. Hourzman. You could not sell it to anyone else, could you? 
Mr. Cooper. No, sir. 


Mr. Hoirzman. Except the offeror. Isn’t that so? 


Mr. Cooper. That is correct. 

Mr. Hotrzman. Actually you could not even keep the cheese. Isn’t 
that correct ? ; 

Mr. Cooper. That is correct. 

Mr. Hoirzman. As a matter of fact, I don’t think you could even 
eat the cheese. Isn’t that so? 

Mr. Cooper. That is correct. 

Mr. Hourzman, So that even though you tell us today that you had 
title and ownership, there was absolutely nothing which you could do 
with respect to that cheese. Is that correct? 

Mr. Cooper. That is correct. 

Mr. Hoxurzman. Other than sell it back pursuant to the terms of 
your contract? 

Mr. Cooper. That is correct. 

Mr. Houraman. So that at no time did you have dominion or con- 
trol in any manner, shape, or form over that cheese. Is that correct? 

Mr. Cooper. Yes, sir; I did have dominion and control over the 
cheese. That was under my right under the contract, sir. ; 

Mr. Hourzman, And under your contract you have no dominion 
or contro] other than to redeliver it and sell it back. Isn’t that so? 

Mr. Cooper. I think the contract gave me certain rights to that 
cheese in being, that I could go in, look at it, check it, and have certain 
controls. 

Mr. Hortrzman. You could look at it? 

Mr. Coorer. Yes. 

Mr. Houtrzman. I might concede that, assuming, of course, the 
offeror allowed you access into the place where it was stored. You 
could look at it. 

Actually you had no control whatsoever over that cheese. Isn’t 
that so, Mr. Cooper ? 

Mr. Coorrr. The time in which I was handling the cheese was so 
limited, sir, that I would have no need to exercise such control, that 
is chew it, eat it, or otherwise dispose of it. 
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Mr. Hottzman. Change the form or do anything? 

Mr. Cooper. I would be in the same position as though I had bought 
it under Da-100 and immediately signed a contract of sale to an 
entirely different concern, where I would authorize him to pick up 
title to my cheese at the plant at the very hour I was taking title 
to it. We sometimes have that type of transaction. 

Mr. Hortzman. So that this was a rather nebulous kind of owner- 
ship and title, was it not? 

Mr. Coorer. I would not say it was nebulous. It was the point of 
time at which I transferred back which cut short any opportunities 
or need for control. 

Mr. Horrzman. Suppose you had a week after you acquired this 
fictitious title, what, if anything, could you do with respect to that 
cheese? Suppose it were not a simultaneous transaction but sup- 
pose you had a week and your contract called for the same obliga- 
tions as Da-112 call for? Would there be anything else you could 
do with the cheese if you had more time? 

Mr. Cooper. Probably not without, as I said, violation, of the con- 
tract to resell because I had obligated myself to dispose of that cheese 
back. 

Mr. Hourzmay. So time has absolutely nothing to do with it? Isn’t 
that so, Mr. Cooper ¢ 

Mr. Coorrr. But if there had been a loss of that cheese during that 
week I would have had to pay for cheese and I would have had no 
cheese to sell back to the man. You must recognize that. 

Mr. Hoxitrzman. That makes it worse in my opinion. 

Mr. Cooper. Sure. 

Mr. Hotrzman. Because here you are obligating yourself, assuming 
great many losses—— 

Mr. Cooper. Sir, I assume those kinds of losses in every sale we 
make should it burn up before I can get it delivered. That is my 
loss. 

Mr. HoitzmMan. Mr. Cooper, suppose you had a week between the 
time of getting the so-called title, would you be in any different posi- 
tion than you were under Da-112 when the movement was more or 
less simultaneous ? 

Mr. Coorer. Yes, sir. I would have had some additional liability 
with respect to cheese which I owned during that interval. 

Mr. Hourzman. In other words, you would have been in a poorer 
position. Isn’t that so? 

Mr. Coorer. Yes. 

Mr. Hourzman. But your right certainly would not have been in- 
creased. Isn’t that so? Your rights of ownership, dominion, control, 
your rights to do anything with respect to this cheese would not have 
been implemented in any way / 

Mr. Cooper. Well, I could have ordered my cheese to be moved into 
a warehouse and then moved it back. 

Mr. Hoirzman. Under Da-112? 

Mr. Cooper. Yes, sir. If I had a week’s delay in that situation. 

Mr. Fountain. In view of the terms of your contract? 

Mr. Cooper. Well, we are getting into some hypotheticals. Under 
the contract I would not have had a week. 

Mr. Horirzman. You raised the question you had no time, that the 
action was simultaneous. I didn’t bring it up, sir. 


~~ 
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Mr. Coorer. I brought that up as illustrating the fact that we had 
shortened that very period to make the transfer simultaneous because 
we did not wish, sir, to assume the risk of loss which would have re- 
sulted had we taken title earlier. 

Mr. Fountatn. Does not Da-112 provide that the risk of loss was 
on the offeror? 

Mr. Cooper. Yes. We wanted to make that clear, sir, that he 
was holding possession up to a certain point and all risk would be 
onhim. We were making that abundantly clear. 

Mr. Hourzman. Assume, then, that your obligation was to redeliver 
within a week or two after you acquired title. The risk of loss still 
would remain with the offerer, would it not, under your contract? 

Mr. Coorer. Since we had that provision in, yes. 

Mr. Hourzman. Then everything you have told us here has abso- 
lutely no bearing. Isn’t that so? 

Mr. Coorrr. Normally the risk of loss stays with title. 

Mr. Hotrzman. Except if it is contracted away ? 

Mr. Cooper. That is right. 

Mr. Hourzman. And you did that in this instance, did you not? 
You contracted it away so that the offerer would bear the risk of loss? 

Mr. Coorer. Because we were making clear in that contract that we 
would not have that risk of loss until we assumed possession and since 
the transaction was a very quick one of delivering to us and redeliver- 
ing, and there would be no opportunity for that to happen. 

Mr. Hourzman. Then if a week or two went by from the time you 
acquired title to the time you resold it, absolutely nothing would have 
changed under Da-112. Isn’t that so? 

Mr. Coorrr. I am not prepared to say that. There are some possi- 
bilities which might arise. 

Mr. Hotrzman. You cannot think of one at the moment ? 

Mr. Coorrer. That is right. 

Mr. Hotrzman. And you helped prepare Da-112, did you not? 

Mr. Cooper. Yes, sir. 

Mr. Hortzman. You are as familiar with it, I assume, as any man in 
this room today, or any man in the Government? Isn’t that so? 

Mr. Cooper. I believe so. 

Mr. Hourzman. You cannot think of one possibility ? 

Mr. Cooper. That is right. 

Mr. Honrzman. So that the time element of which we spoke, or 
which you mentioned before, had practically nothing to do with the 
dominion, control or ownership of this cheese. Isn’t that correct ? 

Mr. Cooper. Yes, sir; but because of the time element it was not 
necessary that we exercise or provide for more control. 

Mr. Founrary. In connection with that, Mr. Holtzman and Mr. 
Cooper, I might read paragraph 12 of Da-112 entitled “Location of 
commodities” which reads as follows: 

Commodities offered for sale under the terms of this announcement shall re- 
main in the place and in the form in which they are sampled or graded from the 
time of the sampling or grading until they are delivered to CCC and finally 
until title revests in the offerer. 

Looking at this example just referred to by Mr. Holtzman, where 
you had a week’s period, I want to ask you this: 

What rights or liabilities did you have by virtue of this contract 
accrued between delivery to CCC and redelivery 
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Mr. Coorrr. I don’t think I understood the question. } 
Mr. Fountain, I want to ask you what right you may have acquired, 
other than to pay the difference between the purchase price and resale 
price, between delivery to the CCC and redelivery by CCC to the 
offerer ? 

Mr. Coorrr. I think that we had certain rights in that cheese under 
this contract. If that individual had sold that cheese to some other 
person—— 

Mr. Founrarn. The contract would have been void ? 

Mr. Coorrr. No, sir, it would not. He would have had a violation 
of the contract and I would have had the right of damages. 

Mr. Fountain. I want to ask right at that point if Da-112 does 
not specifically provide otherwise, that if he sells that cheese to some- 
body else after he has made the contract with you, the contract is 
vik and he has no obligations to CCC ? 

Mr. Coorer. I want to refresh my recollection, sir. It has been 
some time. 

Mr. Fountain. While you are doing that I will read this language 
from Da-112. 

Mr. Coorrr. All right, sir. 

Mr. Fountain. “The offerer, at his expense, shall hold for CCC 
at the location at which it is graded or sampled in case of milk, and 
delivered, the commodity which he has delivered to CCC from the 
time of delivery until CCC redelivers the commodity to the offerer. 
Failure of the offerer to hold the commodity for CCC until its re- 
delivery to the offerer shall render the contract void.” 

Mr. Coorer. You are correct, sir. 

Mr. Fountain. What rights would you have had against the offerer 
had they sold to somebody else ? 

Mr. Doreen We would have had none, sir. We would not have 
paid him for the cheese. 

Mr. Founrarn. You would not have paid him? 

Mr. Coorer. To continue on the other thought—if I had a right, 
inasmuch as my sales price was such, it would be very difficult for 
us to show a damage for breach of contract. 

Mr. Founratn. So you really did not acquire rights to that cheese 
other than by virtue of the terms of the contract. You had a right 
to go in and inspect it, sample it and grade it ? 

Mr. Cooper. Yes. 

Mr. Founrarn. And give them the difference between what you 
bought an sold it for? 

Mr. Coorer. Yes, that is right. 

Mr. Houtrzman. Do you consider that, Mr. Cooper, acquiring title 
to something ? 

Mr. Coorrr. Yes, I do. 

Mr. Horrzman. In your considered opinion that constitutes title 
to you, and this would be a sale in the full sense and meaning of the 
word as you described it some time ago? 

_ Mr. Coorrr. Yes, sir. There was passage of title of a commodity 
in existence for a consideration. 

Mr. Hourgman. Passage of title without any control, without any 
rights given to the Government. Is that correct ? 

Mr. Coorrr. Because of —— 
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Mr. Hourzman. Not a single right you can think of at the moment? 

Mr. Coorrer. There was immediate passage of many rights, but 
because of my resale they immediately affected. 

Mr. Fountain. What consideration did you get from the offerer? 

Mr. Cooper. I got cheese delivered to me for which I paid 37 cents 
a pound. We met our price-support obligation to purchase cheese at 
that support level. I resold that cheese for 34 cents a pound. I say 
“1”°—I mean the Corporation. And we also got a promise to buy 
that cheese back from us so that we would not be holding that cheese 
in inventory. 

Mr. Hortzman. That would not be a consideration which inured to 
your benefit, would it? 

Mr. Cooper. I think it did, sir, very much so, because we were also 
buying such cheese under Da-100 at the same price, 37 cents, for 
which we were hoping, praying, and by every possible means trying 
to find purchasers for such cheese at this price, and we still have cheese 
on oe hands today which we have been unable to sell at 34 cents a 
pound. 

Mr. Reece. That brings up a phase of this transaction which I was 
to make inquiry about. The purchase of this cheese, the authorization 
under which this cheese is purchased, and the purchase of the cheese 
was for a specific purpose—to stabilize the cheese market prices for 
the benefit of the producers during a period of time, the closing phase 
of the market year; and when the cheese was purchased it was not 
purchased in the hope or expectation of reselling it or otherwise dis- 
posing of it for a profit to the Government. Insofar as the Govern- 
ment had an interest in the transaction it was to stabilize the market 
for the benefit of the producers, or at least that was.the basic interest 
which the Government had ? 

Mr. Cooper. Yes, and it was also, incidentally, to keep cheese flow- 
ing to consumers at prices in line with the support price. Cheese 
which consumers did not eat the first 2 weeks of April would never 
be consumed. 

Mr. Reece. Yes, that was an incidental thing. 

Mr. Cooper. We found if we could facilitate this operation we 
could facilitate sales. 

Mr. Reece. That was an incidental purpose and there were other 
incidental purposes in connection with it which had to do with econ- 
omy of the operations in the Department, of the Commodity Credit 
Corporation in this connection. ; 

I am simply bringing this up in view of testimony you gave in re- 
sponse to the chairman’s last questions and Mr. Holtzman’s questions 
as a basis for my inquiry that while this was a purchase, it was a pur- 
chase for a different purpose from that which usually obtains in 
acquiring commodities in the ordinary course of business. 

Mr. Coorer. Well, sir, in an ordinary business no man buys a com- 
modity unless he thinks he has an outlet to sell at a profit. We had 
to buy this cheese for price support at 37 cents. 

Mr. Reece. Which is an arbitrary price. y 

Mr. Coorer. Which is an arbitrary price, and we must buy it with- 
out regard to the price at which we can sell. We sometimes have 
to give away large quantities of this cheese and we are giving away 
large quantities for school-lunch purposes and other purposes. 
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Mr. Reece. Even in a transaction in the ordinary course of business, 
a commodity might be purchased by an individual under a contract, 
I believe, which would restrict the purchaser’s disposition of the com- 
modity and yet he would have title to the commodity. 

Mr. Hortzman. I will go along with that but that is not the 
situation. 

Mr. Fountain. He could sell it to somebody. 

Mr. Reece. He might be under a contract that would restrict him 
in sales. 

Mr. Fountain. It would be unusual for a person to buy something 
he had no right to sell. 

Mr. Reece. He might acquire something in the ordinary course of 
business and at the same time be under contract to resell it to some 
individual or group of individuals which would restrict him in exer- 
cising his right of disposition of the property, as I see it. 

Mr. Coorrr. I want to emphasize that this very cheese offered us 
under Da-112 could be offered to us under Da—100. 

Mr. Fountain. But it would be delivered to you under Da-—100., 

Mr. Cooper. It would be delivered to us under Da-100 and we 
would take, but 

Mr. Horrzman. At that point, if it was delivered you could do 
anything you wanted with respect to the cheese ? 

Mr. Coorrr. That is right. We said to this man, “You will be 
wanting to buy cheese from us, or we hope you will be 
wanting to buy cheese from us, at our regular April price of 34 cents. 
Instead of offering this cheese under Da—100, if you will offer it to 
us and agree to buy it back so that we will not have to transfer it and 
save us money, we will enter into a special contract so that you can 
also save packaging cost and material.” 

It was that type of a limited thing. Therefore, he could offer it 
under either type of contract. If he offered it under Da-112 we knew 
we had a contract of sale for the cheese we were having to buy in March 
for price-support purposes. He would offer us that cheese under 
Da-112 for which he could find a quick outlet. 

No man, I would say, in his right mind would sign up under Da-112 
for any long-period operation because he was having to buy that cheese 
back from us at a higher price than the support price for April. 
Therefore, it could be only a very quick, limited type of transaction 
which had for its purpose solely the avoidance of our moving it into 
storage and moving it back to the same person, and instead of writing 
two checks both ways we tried to simplify the process, we tried to cut 
red tape, and I think we made a very good transaction. 

Mr. Fountrarn. Mr. Cooper, you have just stated that the Commod- 
ity Credit Corporation was in the business and had cheese to sell and 
you were hoping that these people who made offers would be in a 
position to buy some of it back under Da-—100. 

Mr. Coorer. Not under Da-100. That form made no provision for 
repurchase. We had other forms covering sales from our inventories 
of cheese acquired under Da—100. 

Mr. Fountain. They had to buy it back under Da—112? 

Mr: Cooper. Yes, but offering it under Da—112 they did not have to 
enter into subsequent contracts to buy back. 

Mr. Fountain. You were hoping they would buy back ? 
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Mr. Cooper. We were hoping they would buy back. 

Mr. Fountatn. Of course you are in the business of selling only 
incidentally. Your primary purpose is to support the price of dairy 
products by purchases of the products? 

Mr. Cooper. Our sales are not incidental. We are not supposed to 
sit on this cheese until it rots. Sales are very important. 

Mr. Fountain. But the Agricultural Act of 1949 was not passed so 
that the Government could sell and make money on cheese. Naturally 
if you can sell it that is fine. 

Mr. Coorer. Our responsibility to act was under the price sup- 
port which directed that we buy. 

Mr. Bereer. In regard to Congress’s viewpoint as to whether the 
Commodity Credit Corporation should sell their merchandise, it 
should be remembered that the appropriations bill had $1 million 
attached to it and it said we cane not use that $1 million except 
for the expansion of. sales of Commodity Credit Corporation 
merchandise. 

Mr. Fountain. Of course you are not supposed to keep it if you 
can put it back on the market without damaging the farmers. In 
reality the transaction under Da-112 was a paper transaction, was 
it not? 

Mr. Cooper. There were papers connected with it. 

Mr. Fountar1n. That is all it was. There was no physical trans- 
fer of property ? 

Mr. Cooprer. There was no physical movement. 

Mr. Fountain. And technically and legally it was not supposed to 
do anything except to fix an obligation on the Commodity Credit 
Corporation to pay a certain amount of money to a processor or 
to an offeror, was it, technically and legally ? 

Mr. Coorrr. No, sir. I think it may have had that as a result 
since in balancing our accounts we chose to make one payment. 

Mr. Fountain. I do not think there is any question as to what 
you had in mind. 

Mr. Hourzman. On that point, we had some discussion before with 
respect to the rights you acquired under this agreement and we 
spoke of grading. As a matter of fact, you did not even have the 
right to grade or inspect except before you acquired title under 
your agreement, is that not so? You did not acquire title until you 
graded and inspected ? 

Mr. Coorrer. That is my recollection of the contract. 

Mr. Horrzman. At this moment I ask you again: Can you think 
of one thing that the Government acquired, one right of substance, 
under this program other than to give a check for the difference in 
price ? 

Mr. Coorrr. I had a right to require him to rebuy this if there 
was a delivery made to me. 

Mr. Resce. Mr. Chairman. 

Mr. Founrarn. Will you yield? 

Mr Hourzman. I yield. 

Mr. Reece. Again, I feel like saying that the purchases that were 
made under this authority were not made primarily for an oppor- 
tunity for resale at a profit or for the privilege of exercising do- 
minion over the product acquired but they were made for the pri- 
mary purpose of stabilizing the market for the benefit of these pro- 
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ducers, and in line with the question the chairman propounded a 
little while ago, none of the cheese acquired was expected to be sold 
at a profit so whoever would buy the cheese that is acquired under 
Da-112 or under the Agricultural Act would buy it at less than the 
Government, acting through the Commodity Credit Corporation, paid 
for it, and in every case it could be said that a windfall ensued in 
that the Government sold the commodity for less than it paid for 
it. That is true even though the sale might not be concurrent with 
or in point of time tied closely to the acquisition of the product. 1 
realize I might very well be wrong that purchases that are made 
for the purpose of stabilizing the market do not fall in the same cate- 
gory as a trade made in the ordinary course of business. 

Mr. Fountain. Mr. Cooper, I will ask you this question: I assume 
from what you and Mr. Shulman and others on the legal staff have 
said heretofore—and I think it is uncontradicted—that you have taken 
the position that you had no authority to find out how much cheese 
an offerer may have had and pay him the difference between 37 cents 
and the price you sold it back to him for directly, without Da-112? 

Mr. Coopgr. We have taken the position that we may not operate 
i payment program as a method of price support. 

Mr. Fountain. And that would have been a payment program had 
you done the same thing by sending a check to all these offerers for 
the amount of money involved ¢ 

Mr. Coorrr. If we had instituted a program by which we had said 
to processors, “You sell your cheese into the market and we will make 
up the difference between the sales price of that cheese and ‘X’ price 
representing the support price,” we would be instituting a payment 
program. 

Mr. Fountain. If an offerer had said to you 

Mr. Coorer. Remember we also say that type of program is one 
in which the whole program would operate that way; the entire pro- 
duction would move under the payment method. 

Mr. Hourzman. That would be direct payments ? 

Mr. Coorrer. That would be direct payments allowing the sales price 
to the consumer to fall to the price at which the market would take 
the entire production under the law of supply and demand. 

Mr. Hourzman. And that would be outside the law in your opinion ? 

Mr. Cooper. That would be outside the law. 

Mr. Founrarn. But if an offerer said to you, “I have 15 million 
pounds of cheddar cheese to sell to the Commodity Credit Corpora- 
tion” and you had inspected and graded it and had determined you 
were willing to buy, and he said, “You can take it or you can pay me 
the difference between 37 cents and the price you would sell it for,” 
you would not have been authorized to give him a check for it? 

Mr. Cooper. I think that as a sample transaction it would have been 
authorized. I would have had a contract of purchase and a contract 
of sale. 

Mr. Fountarn. An oral contract of purchase and sale? 

Mr. Cooper. We do not do things orally. 

Mr. Fountain. But you think you could have done it that way?’ 

Mr. Cooper. Yes. 

Mr. Fountain. And made a direct payment to him? 

Mr. Cooper. I would not say that 1s a direct payment. 
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Mr. Fountain. What is the difference in result ? 

Mr. Coorrr. Well, to get philosophical for a moment, I might sell 
you an automobile. I can sell it to you under what we call a condi- 
tional sales contract. I keep the title until you have paid me al- 
though I let you take it on the street and operate it. If you fail to 
pay for it I pick it up and say it is mine because you have failed under 
your contract. : 

Or I can pass title to you and take a mortgage. The incidences 
of those transactions look one and the same, but they are in contem- 
plation of law two different types of transactions, one is a conditional 
sale and the other is a mortgage transaction. 

Mr. Fountarn. But your rights 

Mr. Coorrr. Are not always the same. For practical purposes the 
rights are probably the same in both instances. You have the car 
and I have the right to the payments and I have the right to pick up 
the car if you do not make the payments. 

In the same transaction a court of equity will sometimes treat a 
transaction one way and a court of law another. In this payment 
plan versus sale, if we buy a quantity from “X” company and sell 
another quantity out of our inventory to him, we can balance our 
account and say we owe you “x” dollars because of the difference. 

Mr. Fountarn. But you had authority to do something with the 
cheese if you wanted to? 

Mr. Coorrr. Yes, we had the authority to do something with the 
cheese. 

Mr. Fountarn. Mr. Knox, did you want to ask a question ? 

Mr. Knox. How much cheese did the Commodity Credit Corpo- 
ration have in storage at the time Da-—112 was issued ? 

Mr. Coorrr. I think Mr. Anderson can answer that. 

Mr. Anperson. My recollection is it was approximately 300 million 
pounds. 

Mr. Knox. 300 million pounds? 

Mr. Anverson. I have the record of our inventory but probably 
left it on my desk. 

Mr. Coorrr. I think that has been put in the record before. 

Mr. Knox. What price were you offering the Commodity Credit 
Corporation’s inventory of cheese at the time Da-112 was issued? 

Mr. Cooper. Our offer of cheese was 2 cents above the current sup- 
port price current at the time the sale would be made. Since we were 
buying cheese at 37 cents in March, we were making sales of cheese 
we would deliver in March at 39 cents. In April we announced that 
our April sales price for cheese was 2 cents above the support price 
for April, and since the support price for April was 32 cents, our 
sales price was 34 cents. 

In this particular transaction we bought the cheese at 37 cents. 
We said, “Since your delivery to us and our sale back to you will 
occur in April, our sales price to you will be at the April sales price,” 
which was 34 cents. We were also offering to everybody else this 
300 million pounds of cheese in inventory at 34 cents. 

Mr. Knox. What was the savings under Da-112 which benefited 
indirectly the producer of dairy products? The reason for this ques- 
tion is that I do know there is considerable expense involved in the 
transportation to CCC warehouses and from CCC warehouses back 
as far as freight is concerned into the purchaser’s warehouse. 
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Mr. Coorrr. You have to break that figure down in a number of 
ways. You asked what was the savings to the producer. Some of the 
saving was to the Commodity Credit Corporation and some to the 
processor. So the savings to the roducer becomes a difficult question. 
Commodity Credit Corporation had savings in not moving the cheese 
away from the manufacturer’s plant into storage and paying the 
first month’s storage charge. I would have to check as to whether 
the particular warehouse puts the out-handing charge as well as the 
in-handling charge as a part of the first month’s storage. 

Mr. Anperson. May I say that should have been 400 million pounds, 
and including the 86 million purchased under Da-112 our inventory 
at the end of March was 486 million pounds. I have found this piece 
of paper. That is why I do not like to trust my memory. 

Mr. Fountain. We will correct the record accordingly. 

Mr. Coorer. Somebody would have paid the out charge and the 
charge of shipping it away from point of storage. That may have 
fallen on the processor or it may have fallen on us. Some of the 
warehouses add as a part of the first month’s storage in-handling 
charges and out-handling charges. We would have been responsible, 
if it was that type of storage, for the out-handling charges also. 

Mr. Knox. Can you inform the committee as to the approximate 
cost per hundredweight of cheese for out-handling and transportation 
in, in one month’s storage? 

Mr. Coorer. I would have to refer that question to Mr. Anderson. 

Mr. Anverson. The first month’s charge averages 35 cents per 
hundred pounds. If we were able to find a warehouse nearby the 
transportation would average one-half cent a pound. If the ware- 
houses in the Midwest were filled and we would have to move it to 
ample warehouses in these areas, the average freight would have been 
from three-quarters of a cent to one cent a pound. 

Mr. Knox. You would assume that 75 cents a hundred would be a 
fair approximate cost? 

Mr. Bercer. Plus 35 cents in and out in the first month’s storage. 

Mr. Knox. Then if you could sell the cheese at 34 cents—— 

Mr. Anperson. We would have sold in warehouse and the move- 
ment back would have been borne by the purchaser. 

Mr. Knox. Under Da-112 was this the only medium and in the 
best interests of the Government of supporting dairy produets at the 
time the order was issued ? : 

Mr. Anperson. It was the only method available to the Department. 

Mr. Knox. To the best interests of the Government ? 

Mr. Anperson. That was the only method available to the Secretary 
of Agriculture under the Agricultural Act of 1949. 

Mr. Knox. Did your Department feel there was an emergency at 
this particular time that you had to act immediately on in order to 
bring some relief to the dairy farmer so that he would be able to 
receive fair compensation for his product which he was selling to the 
manufacturer ? 

Mr. Anperson. I made the assumption yesterday that the farmer 
would have received approximately 20 cents a hundred-weight less 
for his milk during the last part of March. -The Chairman asked us 
for the information and we started to tabulate it yesterday afternoon 
but did not complete it, but a casual examination would indicate that 
my estimate of 20 cents was probably too low. 
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Mr. Knox. Your primary obligation under the law which sets 
up the idea was to follow a medium of supporting dairy products to 
the dairy farmer, is that not correct ? 

Mr. Coorer. By buying dairy products manufactured by processing 
firms. 

Mr. Anperson. My understanding is that the sole purpose of the 
Agricultural Act of 1949 was to support the price of milk and butter- 
fat sold by farmers. 

Mr. Knox. As I listen to the questions propounded and the answers 
given, I am inclined to believe that this transaction, which may have 
been out of the ordinary, was directed for one sole purpose only, and 
that was to support the price paid to dairy farmers at a lower cost 
than you possibly could have achieved under Da—100 inasmuch as you 
would have had to transport the commodity to a warehouse and then 
be obligated to move it out as fast as possible into the normal channels 
of trade. Is that correct? 

Mr. Coorrr. That is correct. 

Mr. Knox. I have no further questions. 

Mr. Hourzman. Mr. Chairman, I respectfully submit that the pri- 
mary purpose in this instance was first to comply with the law and 
not to do anything that the law prohibited the Department from doing ; 
and the next purpose was the intent of Congress, which was to support 
the price to dairy farmers. I submit we can no more circumvent this 
law than we could say that because a man was suffering and in great 
pain it is all right to kill him because the intent was to put him out 
of his misery. 

Mr. Reece. Mr. Chairman, just following the observation a little 
further, there have been no indications, so far as I have been able 
to observe from the statements from the Counsel’s office or any other 
official of the Department of Agriculture, that there was any purpose 
whatever to circumvent the law. The General Counsel’s office has 
given what in its opinion is a sound for basis for the transactions 
that were made. I recognize that somebody else might have a 
different opinion. It is not unusual for a difference of opinion to 
arise with reference to the law, otherwise we would not need lawyers, 

Mr. Hourzman. I said if in fact there was circumvention; I did not 
say there was. 

Mr. Reecr. That completes my statement. 

Mr. Anprrson. May I say, Mr. Chairman, I think you referred to 
something I said as this having been a paper transaction. At the 
time I suggested this, I felt this was a sale by the trade and a sale 
by the Government. That is the question in issue, I believe. I do not 
believe I said anything that could have been interpreted as my saying 
it was anything other than a sale to the Commodity Credit Corporation 
and a sale back, and I can expand, at the committee’s convenience, 
as tomy layman’s reason for believing that is so. 

Mr. Founratn. I do not believe anybody understood you to say 
anything other than that you felt it was a sale, but I made the state- 
ment that according to the way the transaction transpired it was a 
paper transaction. 

Mr. Anperson. Thank you, sir. 

Mr. Reece. Mr. Chairman, I think we might have in the record what 
is meant by the term “wash sale” which was referred to several times 
yesterday. 
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Mr. Fountarn. I think Mr. Shulman yesterday went into consider- 
able discussion of what he considered was a wash sale. 

Mr. Suutman. I consider a wash sale in the sense in which the term 
was used in our October opinion to be a transaction entered into as a 
device to evade the limitations of the law against the Commodity Credit 
Corporation supporting the eae of dairy products through the 
method of processor payments ? 

Mr. Horrzman. Is that your opinion, Mr. Shulman? Is it solely 
your opinion or is it based on some adjudication of some kind? 

Mr. Suutman. That is the sense in which the term “wash sale” was 
used in the October opinion of the General Counsel of the Department 
that was discussed yesterday. 

Mr. Hottzman. Of your Department ? 

Mr. SuHutman. Yes. 

Mr. Founratn. Then I take it your definition precludes any justifi- 
cation or merit for Congress ever authorizing a wash sale? 

Mr. SHutman. The term “wash sale” may be an unfortunate expres- 
sion. I can only say it was used in our opinion of October 13, 1954, in 
the sense of employing a purchase-and-resale transaction as a device to 
circumvent a limitation in the law against supporting the price of dairy 
products through processor payments. 

As I tried to make clear yesterday, we were not using processor pay- 
ments as a means of price support within what we have always under- 
stood to be the clear meaning of processor payments as a means of price 
support. 

Mr. Hottzman. Can you give us an example of what would be clearly 
a wash sale ? 

Mr. SuHubtman. Yes. 

Mr. Hourzman. Suppose you do that. 

Mr. Suutman. I can give you an example of what I consider to be a 
wash sale that would be prohibited. 

I think if the Department of Agriculture started out at the begin- 
ning of a marketing year to support the price of dairy products under 
an arrangement whereby it agreed with processors of dairy products 
that it would buy dairy products from the processor at a price which 
reflected the support level and immediately sell the products back to 
him at whatever price it would take to move the products into market 
channels, whatever price the law of supply and demand would require 
for the market to absorb all of the commodity, that would be a wash sale 
prohibited by the act. 

What Congress was aiming at very clearly in not authorizing the 
payment method of price support, was a program involving what may 
be termed a consumer subsidy. That was very clearly, in my opinion, 
what Congress had in mind. It did not intend through the price sup- 
port program to inaugurate a so-called consumer subsidy program 
by authorizing payments as a method of price support. Under the 
transaction in question no cheese was sold below the support level in 
effect at the time of sale. No consumer subsidy was involved. 

Mr. Horrzman. Then, other than the purpose which was in the 
mind of the Department of Agriculture, would you say there was no 
difference between the wash sale you describe and the sale repurchase 
agreement ? 

Mr. Suutman. I would say there was every difference. 
Mr. Hortrzman. Such as? 
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Mr. Suutman. Such as we sold every pound of cheese back ‘into 
the market at a price above the support price at the time of the sale. 

Mr. Horrzman. Would that not be true of any wash sale / 

Mr. Suutman. No; it would not. 

Mr. Houirzman. The cheese would essentially remain in the same 
hands under the wash sale or the sale-repurchase agreement. 

Mr. Suutman. But the resale price was 2 cents above the support 
price in effect on April 1, which was the earliest date that the processor 
could repurchase the cheese. 

Mr. Horrzman. I am not a farmer, but I cannot see a penny’s worth 
of difference between what you describe as a wash sale and the sale- 
repurchase agreement. 

Mr. Suutman. The essential difference is that this program was 
not designed to lower the market price below the support price. It 
was a program designed to keep the price of dairy products above the 
support level in effect in April when the cheese was sold back in the 
market. That is a very significant and a very important difference. 

Mr. Hottzman. You keep talking about a program designed, and 
you keep talking about a purpose, but all of this rests within the 
confines of someone’s mind in the Department of Agriculture. 

Mr. Suutman. I would take a very decided exception to that. This 
was not a mental concept; it was an actual fact that none of the cheese 
was sold at a price below the support level at the time of sale. 

Mr. Reece. Mr. Chairman, it would seem to me there is this further 
distinction, which I believe you or one of the other gentlemen brought 
out yesterday : The other cheese, some 300 million pounds—— 

Mr. Suutman. I believe so. 

Mr. Reece. Which was owned by the Commodity Credit Corpora- 
tion was available to be sold at the same price to any purchaser. 

Mr. Suutman. That is right. 

Mr. Reece. So, while this particular cheese may have been resold to 
the processors, there was no discrimination given them in that the 
Commodity Credit Corporation had some 400 million pounds of cheese 
available to the public at the same price, 34 cents a pound. 

Mr. SHutman. I would like to read from the report of the Senate 
Committee on Agriculture and from the report of the House Com- 
mittee on Agriculture at the time the amendments to the Agricultural 
Act of 1949 were under consideration in 1954. 

Mr. Fountarn. Of course we also have a report of the House com- 
mittee, and there seems to have been a difference of opinion. 

Mr. Suutman. I will read from both, if I may. 

Mr. Fountarn. That will take a long time. 

Mr. SuHutman. I think I can go into it very briefly. 

In 1954 when amendments to the Agricultural Act of 1949 were 
under consideration, both the House and the Senate committees re- 
ported out bills that permitted processor payments to be used as a 
method of price support. The provision was knocked out on the 
floor of the Senate and in conference it was agreed that it would 
stay out. 

his is what the House committee had to say in reporting on what 
the House committee had in mind in authorizing plant payments as 
a method of price support : 


The words “other operations” will authorize the use of a “sell back” or pay- 
ment plan to plants producing butter and other dairy products— 
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and this is the important part— 


to make up the difference between the support level on those products and the 
market price at which they can be sold. This authority is limited to the period 
ending March 31, 1956. If this authority is used by the Secretary in the manner 
which has been outlined to the committee by officials of the Department of Agri- 
culture, the increase in the support level from 75 to 80 percent of parity on 
September 1 will not result in any increase in the cost of butter and other dairy 
products to consumers. 

Mr. Fountain. That was knocked out by the law. 

Mr. Suutman. I know it was, but I am reading this to demonstrate 
what the Heuse Committee on Agriculture had in mind when it au- 
thorized payments to be used as a method of price support. 

Here is what the Senate report had to say: 

In order that the increased support level need not increase consumer prices, the 
committee, in addition to the present loans and purchases operations, authorizes 
price supports to be provided through payments to producers or processors of 
milk, butterfat, and the products of milk and butterfat. 

So that it is very clear that what the Committees on Agriculture had 
in mind in not authorizing processor payments as a method of price 
support, was a program that would support the price to the farmer 
above the level at which dairy products would be sold to consumers. 
I think if you gentlemen will take the time to study the legislative 
history 

Mr. Fountarn. We have already taken the time. 

Mr. Suutman. You will find that is borne out. 

Mr. Founrarn. I might say, Mr. Shulman, we propose to put into 
the record the legislative history, which I have studied from its 
inception. 

Mr. Hottrzman. Mr. Chairman, it is a fact, is it not, that the Con- 
gress in its wisdom deleted the “other operations”; isn’t that a fact‘ 

Mr. Suutman. It is a fact that the Congress did not authorize the 
Secretary to make processor or producer payments as a method of price 
support. It is also a fact that Congress had something very definite 
in mind in not providing this authority which could be used for the 
purpose of inaugurating what is sometimes called a “consumer sub- 
sidy” program. 

Mr. Hoittrzman. Would you say, sir, that the transactions described 
with respect to the food store chains would have been within the pur- 
view of “other: operations” if that language had been permitted to 
remain # 

Mr. Suutman. Well, sir 

Mr. Hottzman (continuing). Assuming you had the “other opera- 
tions” in the law, which you do not have—— 

Mr. Suutman. I certainly think the Department could make any 
purchases of dairy products which it considered to be in the interest 
of carrying out an effective price-support program. 

Mr. Horrzman. Let me repeat the question: Would you say, then, 
that in the absence of “other operations” in the law, that this transac- 
tion with the ABC Food Store chain was authorized, assuming your 
pis and stated purpose was to support dairy prices to the pro- 
aucer ? 

Mr. Suuntman. [think any transaction the Corporation carried out 
under this Da—112, so far as I am aware, was carried out in accordance 
with the law. 
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Mr. Hoitrzman. I am not asking about the Corporation; I am ask- 
ing about the specific operation with respect to the Giant Food Store. 
Was that operation authorized under the law? 

Mr. SuHutman. So far as I know, it was. 

Mr. Hourzman. So you say that it was? 

Mr. Suutman. Yes. 

Mr. Hotrzman. Now, I want to read to you a moment from Mr. 
Anderson’s testimony on page 67—-I am sorry. It was Mr. Berger’s 
testimony on page 68. The last thing he said here was: 

I am quite confident in my own mind that we gave the consumers of America 
the immediate benefits of lower cost of dairy products immediately after the low 
price support went into effect for the farmers. 

Now, how does that jibe with what you have just told us? 

Mr. Suutman. I think it fits in squarely with what I told you, Con- 
gressman. QOne of the reasons for the lower level of supports, Mr. 
Congressman, was to increase consumption. But cheese was not sold 
back at prices below the level of support in effect on April 1. It was 
sold back at 2 cents above such level of support and not only was the 
cheese purchased under Da-112 sold back at that price, but every bit 
of cheese that CCC had in public warehouses, which had been pur- 
chased under Da-100 was offered for sale at the same price. I can 
see no inconsistency in that. 

Mr. Hotrzman. You can see no inconsistency # 

Mr. SHutman. No. 

Mr. Horrzman. You are saying that Con did not intend the 
subsidizing of consumers and the statement by Mr. Berger 

Mr. Suutman. No; it did not intend to subsidize the consumer at 
the expense of the price-support program. Congress had in mind a 
support-price program that would keep the price of dairy products, 
both to the farmer and to the consumer, at the price-support level. 

Mr. Horrzman. Would you say then that regardless of the result of 
your operation, so long as you had in mind subsidizing the farmer as 
the law provides, then your operation was all right? 

Mr. Suutman. I do not believe I said that. I would say that if 
the program was aimed at lowering the market price of dairy products 
during the marketing year, beginning April 1, below the support price 
in effect, with the idea of moving all such products into consumption at 
whatever price it took to do so, and making up the difference to the 
farmers by payments directly or through processors, such a program 
would have been contrary to the intent of the law. 

Mr. Houtrzman. That is all. 

Mr. Fountarn. Mr. Knox. 

Mr. Knox. If these figures that I have before me, Mr. Anderson, are 
correct—and I believe they are—the Commodity Credit Corporation 
purchased 83 million pounds of cheese under Da-—112; is that correct? 

Mr. Anperson. We have supplied the figures to the committee and 
I think it is 

Mr. Founrarn. It is between eighty-six and eighty-seven million, 
I believe ; something like that. 

Mr. Anverson. In that neighborhood. 

Mr. Knox. Well, if the figures are correct 

Mr. Anperson (interposing). In the neighborhood of eighty-three 
to eighty-six million. 
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Mr. Knox. Using the 83 million pound figure—— 
Mr. Anverson. It is 86.6 million. 
Mr. Knox. 86.6 million. 

Mr. Anperson. Yes. 

Mr. Knox. There would be a direct saving to the Commodity Credit 
Corporation of some $860,000 under Da—112 that would not have been 
saved if you had purchased under Da-100, because of the in-and-out 
and transportation and 1 month’s storage on a purchase order of over 
$30 million ; is that not correct? 

Mr. Anverson. Eighty-six million pounds at 36 cents, yes; it would 
be something over $30 million. 

Mr. Knox. So actually the transaction was a saving to the taxpayers 
of the Nation, through the medium which you chose to take, 112, of 
some $860,000 ? 

Mr. Anverson. Well, again, making the same correction that I 
did, yesterday, Mr. Knox, that if we had not changed the grading 
regulations and the farmers had not made this, perhaps we would 
have taken some from the farmers. If we are going to make a fine 
analysis, we will have to consider both. But from this particular 
part of it, it would be my estimate that your calculation 1s correct. 

Mr. Knox. Yes. Of course, we could recognize that under the 
support price, the farmers got some direct benefit. 

Mr. Anverson. If our efforts were successful, yes. 

Mr. Knox. And they were successful, according to the testimony 
that was given here yesterday, showing month by month, the price 
that was paid to the dairy farmer; those figures were given us 
yesterday. 

Mr. Anperson. Yes. 

Mr. Knox. I just wanted to bring that thought to light, because I 
believe it is something that we certainly should consider and when a 
Department or a Bureau can operate a transaction that results in a 
direct saving to the taxpayers, I feel they should be commended for 
their efforts, and that is the reason why I brought that to light, so far 
as this committee is concerned. 

Mr. ANDERSON. We will be happy to accept that commendation if 
we can assure ourselves that we are within the law. 

Mr. Houtrzman. You do not have any doubt on that, do you? 

Mr. Anperson. No, sir, I do not. 

Mr. Hortzman. With all the lawyers appearing here. 

Mr. Anperson. No, I have no doubt about it. As a matter of fact, 
may I say, Mr. Holtzman, that this discussion here has strengthened 
my conviction that we are well within the law. 

Mr. Hontzman. Well, I am very me to hear that, and since you 
say that your opinion was strengthened, that presupposes there would 
have been some previous doubt before you came into these hearings. 

Mr. Anverson. I had no doubt then; I have no doubt now. 

Mr. Fountarn. By the time the committee has finished, the doubt 
might be—— 

Mr. Anverson. That is right, I am still open to conviction, Mr. 
Chairman. 

Mr. Foowrarn. Mr. Anderson, you testified previously, did you 
not, that Da-112 was intended to increase the supply of cheese avail- 
able for consumption on the market, and to decrease the amount that 
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was taken off the market by Commodity Credit Corporation. That 
was one of the purposes? 

Mr. ANpERSON. Yes. 

Mr. Fountarn. I want to read an excerpt from the official statement 
of the USDA, page 12, and I quote: 

Another modification was aimed at helping industry to keep the supply of dairy 
products flowing into retail outlets, so as to maximize consumption and minimize 
CCC purchases under the support program. 

That is in line with what you said. 

Mr. Anperson. Yes, I think so. 

Mr. Fountain. And then on page 23 and. page 24 of the first day’s 
hearing, I quote you as having said: 


We wanted to minimize our purchases. 

Now, the Agricultural Act of 1949 does not specify the particular 
sizes and kinds and varieties of dairy products which the Secretary 
is to purchase, but gives him some adeetio in making that deter- 
mination, does it not ? 

Mr. Anperson. I think it gives him complete discretion. 

Mr. Fountain. Complete discretion ? 

Mr. AnperRsON. Yes. 

Mr. Fountain. However, it is true, is it not, that purchases are 
simply the means, or the method, by which the Secretary is to carry 
out the directions of the Act of 1949 to provide price supports. to 
the producer. 

Mr. Anperson. Yes. 

Mr. Fountarn. In other words, Congress did not authorize the 
Secretary to make purchases because it wanted him to go into the 
cheese business, but for the sole purpose of providing price support 
to dairy producers. 

Mr. AnpeRson. Yes. 

Mr. Founrarn. So that the Secretary is neither required nor au- 
thorized to purchase cheese indiscriminately just because he thinks 
it is a good idea, but only to provide price support for producers. 

Mr. Anperson. Yes. 

Mr. Fountain. And the Agricultural Act of 1954 directed the 
Secretary of Agriculture to make a report, a portion of which I have 
previously read, to the Congress, on the various methods of price 
support which could be made applicable to dairy products, did it not? 

Mr. Anperson. Yes. 

Mr. Fountarn. And that report, of course, represented the con- 
sidered opinion of the Secretary of Agriculture and of other respon- 
sible officials of the Department ? 

Mr. Anperson. I had nothing to do with the preparation of that 
report. As I understand it, it was what the Secretary and the 
Department considered a very accurate description of the various pos- 
sible methods available. 

Mr. Fountain. But the Secretary did delegate a committee to work 
on this, and as a result of the work of these committees, he came 
forth with this report ? 

Mr..AnpDERSON. Yes. 
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Mr. Fountain. At page 13 of the Secretary’s report is the follow- 
ing sentence, and I quote: 

To conduct a study, the Secretary of Agriculture appointed a work group 
with representatives from every agency of the Department having responsi- 
bility for any phases involved. 

Now, the Secretary’s report which was presented to Congress on 
January 3 of this year, states that: 

There are two general methods of supporting returns to the farmers from milk 
and butter fat, which are usually referred to as the purchase and payment 
methods. 

Is that right? 

Mr. ANnperson. I assume you are reading from the report. I do 
not remember, but I have no reason to question but that you are read- 
ing it correctly. 

Mr. Fountarn. Well, I am not just reading from it verbatim; I am 
stating what is in it. 

Mr. Anperson. We have a copy of the report here, and I believe—— 

Mr. Fountain. That is true, however, is it not? 

Mr. Anperson. I have no reason to question it. 

Mr. Suuutman. I would like to ask that you read, Mr. Chairman, 
from page 37. 

Mr. Fountarn. I am getting to that right now. 

Mr. SnHutman. There is a very concise description of the purchase 
method and the payment method on page 37. 

Mr. Fountarn. Mr. Shulman, if you will just give me time, I think 
we will get through with this. 

Mr. Suutman. I am sorry. 

Mr. Knox. Before you continue, may I ask you a question about 
procedure? 

How much longer will we be sitting on the price-support matter? 

Mr. Fountarn. I would say, Mr. Knox, that in all probability we 
will have to come back tomorrow, because we have a very important 
piece of legislation, I understand, coming up on the floor today and 
[ doubt if we will be able to meet this afternoon. 

Mr. Kwox. In order to be somewhat consistent, I believe it would 
be well if we could have Mr. Norton of the Milk Producers Federa- 
tion in. Yesterday a letter was produced to Mr.—— 

Mr. Fountatn. Mr. Norton wrote the letter. 

Mr. Knox. Yes. And I requested Mr. Norton to follow the Depart- 
ment as a witness. 

Mr. Founratn. As far as I am concerned, I think that would be 
tine, and I would like to have Mr. Norton, since his letter was 
introduced. 

Mr. Knox. That was the purpose of my making the request. 

I do have an appointment at 12 o’clock. 

(Off the record discussion. ) 

Mr. Fountain. Would it be satisfactory to members of the com- 
mittee for us to continue this afternoon at 2 o’clock? 

ve Reece. I understand there is to be some 2 or 3 hours of general 
debate. 
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Mr. Fountarn. Without objection, we will resume at 2 o’clock. 
(At 12:01 p. m., the subcommittee took a recess until 2 p. m., the 
same day.) 
AFTERNOON SESSION 


Mr. Founrar1n. The subcommittee will come to order. 

I would like to put into the record Black’s Law Dictionary’s 
definition of a wash sale. Itcites. In re Wettengel (CCA), 238 Fed- 
eral Reports 798-799, “In the language of the stock exchange, this 
term is applied to the operation of simultaneously buying and selling 
the same stock.” 


FURTHER TESTIMONY OF DON S. ANDERSON, DIRECTOR, LIVESTOCK 
AND DAIRY DIVISION, COMMODITY STABILIZATION SERVICE; 
ACCOMPANIED BY TRUE D. MORSE, ACTING SECRETARY OF 
AGRICULTURE; EDWARD SHULMAN, DEPUTY GENERAL COUNSEL; 
GEORGE E. COOPER, CHIEL, COMMODITY CREDIT DIVISION, 
OFFICE OF THE GENERAL COUNSEL; AND WALTER C. BERGER, 
VICE PRESIDENT, COMMODITY CREDIT CORPORATION, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. Fountarn. Now, Mr. Anderson, at the present time direct pay- 
ments are authorized in supporting prices of some commodities, are 
they not? 

Mr. Anverson. On wool. 

Mr. Founratn. They have been authorized from time to time in 
past years in supporting dairy products, have they not? 

Mr. Anverson. No, sir. 

Mr. Fountarn. At no time? 

Mr. Anverson. Well, you added, in supporting dairy products. 

Mr. Founratn. I mean prior to 1949. 

Mr. Anperson. During the war a purchase and resale program was 
in effect in order to aid the Government in maintaining its price 
ceilings on dairy products. 

To my own knowledge, I know of no case where payments on dairy 
products were made to support returns to farmers. 

Mr. Knox. Mr. Chairman, would you define “direct payments”? 

Is that to the producer, and not the manufacturer that you have 
reference to? 

Mr. Fountarn. Well, direct payments to the producer is what I 
have in mind. 

Mr. Anperson. During the war, as a part of the price control pro- 
gram, both were used in connection with dairy products. It was a 
program over a number of years which I think was called the feed— 
no, the dairy product payment, as I recall it, in which payments were 
made to producers of milk on the basis of pounds of butter sold or 
hundred-weight of milk sold. 

Now, earlier, as I recall, it was in the fall of 1942, when dollars 
and cents price ceilings was first applied to dairy products, it so hap- 
pened that at the time of the freeze the price of cheese was low relative 
to the price of other dairy products, and in order to equalize these 
prices, the decision had to be made between raising the ceiling price 
of cheese or compensating the cheese manufacturers and farmers 
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selling milk in some other way. The decision was to pay to the cheese 
manufacturers, I think, 234 cents a pound. 

But that is sometime ago, and I can’t be positive. That was under 
an arrangement where he was expected, through competitive forces, 
to pass this return back to the farmers. 

There was one other program instituted during this period of price 
control that was administered by the Reconstruction Finance Corpo- 
ration. It was decided that it was in the interest of the general war 
program to reduce certain price ceilings and, one of the price ceilings 
that was to be reduced was the price of butter. The ceiling price 
on butter, as I recall it, had been 46 cents a pound. It was rolled 
back to 41 cents a pound and RFC, as I recall, paid 5 cents per pound 
to the manufacturers of butter on—I think that was on production. 

We can get a more complete inventory of this if you are interested. 

Mr. Fountain. That isn’t necessary. I just wanted to get that 
history into the record. 

Mr. Anperson. But I simply want to reemphasize that these pay- 
ments were made in connection with price control operations and so 
far as my memory serves me, they were never used in connection with 
dairy products as a price support mechanism. 

Mr. Founrarn. Payment authority was in the Act of 1948, but I 
believe it was stricken out later; was it not? 

Mr. Anverson. As I recall the act of 1948, it permitted other 
operations, but it was never used by the Department of Agriculture. 

Mr. Fountarn. Mr. Knox? 

Mr. Knox. Well, my request for a definition of “direct payments”— 
I have no knowledge of the Government making any direct payments 
to farmers for dairy products. Now, they did have a PMA program, 
and it is possible that there may have been some direct payments back 
to the farmers through the so-called PMA program in support of 
dairy prices, but I have operated a dairy farm for many years and I 
certainly have no knowledge of any direct payments. 

Mr. Anverson. As I recall, the payments were made by the PMA 
county committee. 

Mr. Knox. That’s true. 

Mr. Anperson. They were made directly to farmers as a part of 
the program during the war to prevent increases in consumer prices. 

Mr. Knox. Well, I believe, then, they were somewhat interrelated 
with other programs that PMA had. I do not believe it was ever 
spelled out. It may have been, but not to my knowledge. 

Mr. Anpverson. This operation was not under, as I recall—well, I 
feel quite positive—was not under any program of price support for 
farmers. 

Mr. Suutman. I might say that during the war years the authority 
of the Commodity Credit Corporation to buy and the authority of 
the Commodity Credit Corporation to sell was used as the legal basis 
for payments that were made with respect to a number of commodities; 
the a of those payments was to avoid an increase in the ceiling 
prices that were then in effect. However, the legal authority for the 
transaction rested upon the Commodity Credit Corporition’s charter 
authority to buy and Commodity Credit’s charter authority to sell, 
and those purchase and sale transactions were all instantaneous or 
simultaneous transactions, so that the authority of the Commodity 
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Credit Corporation to buy and sell has been previously employed to 
make payments in extremely large amounts to processors. 

They were, however, payments designed to avoid increases in ceiling 
prices, not payments designed to support the price of farming;.but 
they did rest upon Commodity Credit’s authority to purchase and 
Commodity Credit’s authority to sell, and they were simultaneous 
transactions and involved many millions of dollars, much more than 
is involved in this transaction. 

So that the authority to buy and sell has been used very extensively 
to make payments of this sort. It is not novel with this program. 

Mr. Hourzman. Mr. Chairman, that’ has nothing to do with the 
question we are considering. 

Mr. Suutman. Only to this extent, Mr. Holtzman, that the au- 
thority to make a payment was premised upon the charter authority 
to buy and the charter authority to sell. 

Mr. Honrzman. Your authority to make payment for purchases 
and loans must come from section 201 of the law and nothing else, 
isn’t that so? 

Mr. SHutman. That is quite correct. 

Mr. Hoxrzman. So that anything that happened outside 201 or 
201 (c) of the law is extraneous to this discussion, isn’t it? 

Mr. SHutMaAN. Yes, but our transaction here is one premised upon 
the authority of the Commodity Credit Corporation to ene dairy 
products to support prices and to sell dairy products, and a comparable 
authority was used during the war years to accomplish a similar type 
of purchase and sale. 

Mr. Horrzman. May I read to you from the opinion of the Attorney 
General dated June 9, 1954, the second paragraph on the first page: 

The broader general powers lodged in the Commodity Credit Corporation 
under the Commodity Credit Corporation Charter Act cannot reasonably be 
deemed to enlarge the specific powers granted in section 201 (c) of the Agri- 
culture Act of 1949 without nullifying the plain legislative provision and intent 
with respect to the methods by which the support program for these particular 
commodities is to be effectuated. 

I think that section proves more substantially what you just agreed 
to. 

Mr. Suutman. No, I would have to differ with you there, Mr. 
Holtzman. 

That section is simply agreeing with the conclusion that we had 
reached on the same subject. Certainly our authority for this program 
must rest upon our authority to purchase dairy products to support 
prices and our authority to sell m4 products. 

Mr. Hoirzman. And only that? 

Mr. Snunman. Our authority—the only point I was making, Mr. 
Holtzman, was that during the war years the charter authority to 
buy and the charter authority to sell was used by Commodity Credit 
Corporation to make payment to processors in amounts much greater 
than the amounts involved in this program, I am certain. 

Mr. Fountain. Direct payments ? 

Mr. Suutman. Direct payments, sir. 

They were not made to farmers, they were made to processors, and 
they were premised on authority to buy and authority to sell. 
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Mr. Hoirzman. That wouldn’t give you the right, though, at this 
time, under 201 to make payments to processors if it were in violation 
of 201, isn’t that so? 

Mr. Suutman. If it were in violation of 201, I agree, sir; if it were 
not in violation of 201, the answer, of course, would be otherwise. 

Mr. Founrarn. In other words, you still have the authority to buy 
and sell ? 

Mr. SuHuutman. Yes. 

Mr. Fountain. But I don’t think you have the authority to make 
direet payments. 

Mr. SuHutman. We don’t have the authority to support prices for 
pees of processors or producers. 

r. Fountarn. Now, Mr. Anderson, the purchase method and the 
payment method involve—I believe I have mentioned this before— 
different approaches to the objective of supporting prices, do they not ? 

Mr. Anperson. Yes, sir. 

Mr. Fountarn. And the purchase method relies for its effect upon 
removing excess supplies from the market, does it not? 

Mr. Anperson. Yes, sir. 

Mr. Fountarn. As a matter of fact, I read into the record excerpts 
from the Secretary’s report to which I referred earlier, beginning 
on page 40, which reads as follows, and I quote: 

For its price support effects, the purchase method relies upon removing from 
the markets all of the supplies produced in excess of consumption and commer- 
cial exports at prices corresponding to the support level. 

The purchase and removal of supplies from the market maintains market 
prices on a nationwide basis. 

The payment method, however, would not involve removing sup- 
plies from the market, but would allow the price to fall and make up 
the difference to the producer between the price he received in the 
market and the support level by payment either directly or through 
a processor or dealer; is that correct ? 

Mr. ANDERSON. Yes, sir. 

In support of that statement, to which you agree, I read also an 
excerpt from the Secretary’s report on page 2, in which there is a 
description of the payment approach as follows: 

Permitting all output induced by above equilibrium prices to flow into con- 
sumption and make payments to compensate for the difference between price 
actually received and the support objective. 


Now, there are several possible modifications involving these two 
basie methods, are there not ? 

Mr. Anperson. Well, with respect to the purchase method, of course 
there are many modifications, depending on the product bought, the 
grade bought, the location where bought, grade and seasonal differ- 
entials, locational differentials, and a number of things. 

I would assume, under the payment method, there would be even 
a greater variety to make payments direct to the farmer, to make them 
to the processor, in anticipation that competition would force him to 
make the payment back, or pass the payment back, to the farmer. 

There is one little puzzling thing about what you just read, Mr. 
Fountain, that production would be determined by the equilibrium 
price. It seems to me, offhand, it would be determined by equilibrium 
price pliw the payment. 
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Mr. Hourzman. Well, I think the statement was above equilibrium 
price, wasn’t it? 

Mr. Fountain. Yes, it said all output induced by above equilibrium 
prices. 

Mr. Anperson. I beg your pardon. 

Mr. Fountain. In support of your statement, I read also from the 
Secretary’s report on page 37, and I quote: 

There are several possible modifications of these two principal methods of 
supporting unit returns to farmers for milk and butterfat— 
and it goes on to include loans as a modification of the purchase 
method. 

Now, the only method authorized for supporting dairy products, 
as has been said repeatedly here, is the purchase method; 1s it not? 

Mr. AnveErson. Purchase or loans on the products of milk and 
butterfat. 

Mr. Founrarn. From page 38 of the Secretary’s report, I quote: 

The purchase method of suporting prices to producers for milk and butterfat 
is authorized by the Agricultural Act of 1949, as amended. Section 201 of the 
amended act provides that such price supports shall be provided through loans 
on or purchases on the products of milk and butterfat. 

We have certainly gotten that into the record a number of times. 

Now, according to the Department Da-112 provided for a purchase 
and immediate resale at a loss, did it not, with the Government never 
taking actual possession of the commodity involved, but making 
settlement by paying the processor the difference between the two 
prices, is that right ? 

Mr. Anverson. Well, I will say, if I may, I will say what I thought 
we were doing. 

Mr. Fountain. Well, will you answer that question “Yes” or “No,” 
and explain. 

Mr. Anverson. Well, my answer would be “yes.” 

Mr. Reece. Mr. Chairman, I think he ought to have an oppor- 
tunity—at least I would like to hear what his explanation of it 1s. 

Mr. Founrarn. He is going to give the explanation. I just wanted 
him to give an answer to the question, “yes” or “no.” He has given 
that, so go ahead, Mr. Anderson. 

Mr. Anverson. We have made it abundantly clear, I think, what 
the Agricultural Act of 1949 says. 

One point at issue in the previous hearing, and as I recall, it was 
in connection with a discussion I had with Cinatelnas Reuss with 
respect to the time period involved. 

It has been my interpretation of the Agricultural Act of 1949, and 
you will of course feel free to check it with counsel, that the require- 
ment was that we announce a program for a calendar year or for a 
marketing year. That has been done each year since 1949. They have 
all been on a 12-month basis, except 1 in which 2 programs were 
announced at the same time, 1 for 12 months and 1 for 3 months, in 
order that we could shift from a calendar year basis, on which the 
program was started, to a marketing year basis, because, as our dis- 
cussions with you very clearly emphasized, and the Under Secretary 
mentioned yesterday, one of the problems in this kind of a program 
is involved whenever it is necessary to raise or lower the support levels, 
and it appeared to us desirable that if any such change would be made, 
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it be made at times when total stocks are at a minimum, rather than 
at a maximum; and so we shifted from the end of the calendar to the 
end of March, which our information indicated, was the time when 
the stocks were at a minimum. 

So, each year we have announced that the Department—the Depart- 
ment has announced it would support the price of milk and butterfat 
at a certain specified level for a 12-month period. 

The only method of doing that is loans, or purchases, and with the 
exception of dried whey, and condensed whey, for a short time during 
the summer of 1954, all operations have been c arried on by the pure hase 
method. 

So, it has been my opinion and is my Opinion, that when we an- 
nounced in February 1953, that all cheese offered to CCC and meeting 
specifications then indicated, between April 1 of 1953 and the close 
of business on March 31, 1954, would have to be bought by CCC. 
I understand that that is now a question at issue, but I state that was 
my opinion. 

Since we were aware of the fact that the price was going to drop 
rapidly, and also aware of the fact that it had been the continuing 
policy of CCC to offer inventory back to commercial channels at 2 
cents over the then-current purchase price, it seemed obvious that 
large operators, especially the large operators, would sell everything 
they could to us at the close of the period and immediately—or soon 
after April 1 when the new price was announced they would buy it 
back; so the operator could have made an offer to our Cincinnati 
office—at that time we were running a number of offices, I guess, we 
were running an office in Cincinnati, Minneapolis, Portland, and some 
other—they could have gone to any of those offices, made this offer, 
if the product met specifications, it would have been accepted, and 
they could have waited around until the morning of April 1, since 
they were the only ones who had knowledge of those particular lots 
of cheese, they could have put in an offer for any one or all of them, 
and that offer would have been accepted. The purchase would have 
been at 37 cents, the sale would have been at 341, cents. 

Under those circumstances, of course, as I mentioned to you before, 
the buyer would have had to deposit a certified check with the office, 
and as soon as the papers could have been worked through our office, 
a check drawn on the Commodity Credit Corporation would have been 
made to the contractor. 

What I thought we were doing in Da-112 was simply streamlining 
that procedure. 

Mr. Fountarn. Mr. Anderson, I am afraid you didn’t understand 
my question. However 

Mr. Anperson. Well, sir, then I shall try it again—— 

Mr. Fountarn. You have given us that explanation before. 

Mr. Anperson. I am sorry. 

Mr. Fountary. You have already answered the question yes. 

Mr. Hottzman. Mr. Chairman? 

Mr Fountarn. Yes, Mr. Holtzman. 

Mr. Hortzman. Do I understand this statement which you just 
made to mean that once the announcement went out, you were obli- 
gated to buy cheese from any source that it was offered from? 
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Mr. Anperson. That was my understanding, sir. I shall read, if 
you 
~ Mr. Hourzman. No. That is your understanding, fine. 

One more question, now. So it would follow, would it not, that you 
were necessarily obliged to buy cheese offered to you from a Giant 
Food Store, or the corner grocery store, or any other cheese that some 
company might have in its possession at 37 cents and sell it back at 34 
cents, without regard to whether it helped the farmer or not ‘ 

Mr. Anperson. If the cheese was offered in car lots, if it met U. S. 
grade A, if it met the packaging specifications, it was my understand- 
ing that we had to buy that cheese regardless of who sold it to us. 

‘And the theor y of it is, as supported, I think, by the action of Con- 
gress, that regardless of who we bought it from, the benefit from that 
purchase would accrue to the farmer. 

Mr. Hourzman. Then, what would be the purpose, if you were 
obliged to buy without any reservation, what would be the purpose of 
Commodity Credit reserving the right to accept or reject? What 
purpose would be served by that reservation ? 

Mr. Anperson. Well, may I say, sir, that that is no longer in our 
new announcements. 

Mr. Hourzman. We are talking about the old announcements. 

Mr. Anperson. The reason that was in that announcement was that 
if the cheese was not in a carlot, we had a right to reject it. 

Mr. Horrzman. Well, if it was not in a carlot, you were under no 
duty to buy it in the first place, so you would not need the reservation, 
is that correct ? 

Mr. Anprerson. That is correct; yes, sir. We did not need the 
reservation. The purpose of the reservation was to call to the atten- 
tion of the vendor. I think, sir, we have, in another one, in that—I 
am not sure—that we recommend that they read the contract carefully 
before they sign it. I think that is also in there. That is not in our 
new announcements, either. 

Mr. Horrzman. Well, I think that should remain, and I think the 
reservation should remain. 

Mr. Anperson: We have all the rights under the new one without 
that in to reject, or at least I think we do, that we have with that in; 
but we are not repeating constantly the warning to the cheese industry 
that it has to meet these sundry requirements before we buy. We do 
not offer to buy all cheese. We offer to buy cheese in carlots, U. S 
Grade A, meeting package specifications, and there may be some 
others that I do not recall at the time. 

Mr. Founrarn. Did I understand from your interpretation of 
what you are obligated to do, Mr. Anderson, that you thought you 
had to buy all the ‘Cheddar cheese, butter and other commodities you 
mentioned that were offered, and that you were to assume that the 
farmers were going to get the benefit from it? 

Mr. Anperson. I would assume that, and it is my belief that they 
would. 

And there are many problems we can discuss in connection with 
that that I will be very happy to discuss with the committee at any 
time. 

Mr. Founrarn. I understand that, but you assume that congres- 
sional policy was such that by CCC buying all that was offered accord- 
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ing to specification, that the farmers would benefit from it and that 
Congress figured they would get benefit from it? 
Mr. Anperson. Sir, I think the decision to buy from all manu- 
facturers and handlers was a decision of the Department of Agricul- 
ture, not a mandate of Congress. As we discussed this morning, I 
think Congress left many of these things up to the discretion of the 
Secretary of Agriculture. 

What I am saying is it was my opinion—with which counsel can 
differ—that once we made the statement that was filed in the Federal 
Register of April 7, 1953, we were committed. That was my opinion, 
sir. 

Mr. Founrain. In other words, if a mistake was made with re- 
spect to the purchase of all cheese offered, it was made when you 
issued that original statement offering to buy all that was offered. 

Mr. Anverson. If a mistake was made in that regard, I will say 
that it was made then, not in connection with Da-112. 

Mr. Horrzman. Mr. Chairman, on that point, what efforts did 
you make to find out whether buying cheese from the Giant Food 
Stores inured to the benefit of the producer to see whether this pro- 
gram was working out within the intent of Congress and the statute? 

Mr. Anperson. We have made many informal studies of that. I 
cannot point to the part of the study the chairman was reading, but 
as I recall, there is a discussion of the advisability of certification in 
this study. We have had to depend under all the studies that we have 
made upon the forces of competition to see to it that this was passed 
back. 

We might, sir, look at the alternatives. Suppose we had said, no, 
we will not buy from Giant Food, we will not buy from X grocery, 
we will not buy from Y, we will not buy from A, we will not buy from 
AA. Insofar as we do that, it has been my opinion that we were 
restricting the competition for cheese. The fewer people that buy 
cheese, the lesser the chance that a large proportion of that price of 

cheese will be passed back to the farmer. 

Let’s agree now that I am giving my opinion, and the opinion upon 
which I based these recommendations. 

If we had said, “No, we are not going to buy from this little factory, 
from the farmer, we are not sure about that”, we would restrict the 
handling of this cheese to fewer and fewer people, it seemed to me 
hb we would restrict the competition for cheese, and as we restricted 
competition, it would be my opinion that there would be a lesser and 
lesser chance of a large proportion of this money being passed back 
f to the farmers. 
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Well, the areas that we have gone into we usually find that those firms 
are not selling to the Government, so of course, our certification would 
be meaningless, and if they are selling a small part of their product 
to CCC, and a large part commercially, it has been my opinion that, 
if we would require certification, they would simply stop selling to 
CCC at all, and the likelihood is that farmers would get an even 
smaller return. 

Please, gentlemen, recall that I am giving my opinion based upon 
our experiences and what studies in that matter we have been able 
to make. 

Mr. Founrary. Mr. Holtzman? 

Mr. Horrzman. Well, now, let’s take the Giant Food Store. They 
had a certain amount of cheese in inventory 

Mr. Anperson. Practically 425,000 pounds they sold us. 

Mr. Hotrzman. Whatever it was. 

I am trying very hard to follow you here, and I am not quite able 
to, sir. 

You say now that by purchasing and selling back you encourage 
competition. Now, I fail to see how you would encourage competition 
by the mere act of giving 2 or 3 cents a pound subsidy to the Giant 
Food Store, without moving a pound of cheese from their shelves or 
withdrawing a pound of cheese from the market. It seems to me 
that everything was in status quo except the 3 cent or 214 cent pay- 
ment to the Giant Stores. 

Mr. Annerson. Well, the action, as I pointed out, encouraged com- 
petition, that action was taken the previous February. We assured 
those people that if they would buy cheese that met grade, we assured 
to them that if they had this kind of cheese, if they carried it in in- 
ventory and if anything happened in the future they could sell that 
to CCC, when we did that we were encouraging them to bid against 
Kraft, to bid against Borden for cheese. 

. Now, suppose we had limited the right to sell us to Kraft Foods 
‘0. 

Mr. Horrzman. You say, sir, you are encouraging an outfit like 
Giant to bid against Kraft and Borden ? 

Mr. Anperson. Yes, sir. 

Mr. Horrzman. Are you certain that that is your impression of 
the result of your action ? 

Mr. Anperson. That, sir, is my belief, is the result of the action 
that we took in February 1953. 

Mr. Horrzman. Well, let me ask you this now: Do you think that 
Kraft would welcome action of that kind on your part, namely to 
suggest to an outfit like Giant Food Stores to enter into competition 
with Kraft? That would be contrary to the financial interests of 
Kraft, would it not? 

Mr. Anverson. I had not realized that Kraft had encouraged us 
to do that. 

Mr. Hoxitzman. Well, you wouldn’t assume, or you wouldn’t be- 
lieve, that Kraft would even be in favor of it, would you? 

Mr. Anpverson. I don’t believe they would. 

Mr. Hottzman. That’s on the premise, of course, that the less com- 
petition there is, the better off the big fellow is, isn’t that so? 

Mr. Anverson. That is right. 
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Mr. Fountarn. In connection with that, Mr. Anderson, I won’t 
read the entire letter, since we will put the meat of it in the record 
at the appropriate time, but I will read to you the appropriate part 
of a letter which we received from the Giant Food Shopping Center, 
Inc., Washington, D. C., dated June 21, 1955, in which they gave us 
the following answers to questions designed to get this particular in- 
formation. You can tell what the questions were as a result of the 
answers. 

Mr. Knox. May we have the questions? 

Mr. Hoitrzman. Mr. Chairman, may I suggest that you read the 
particular question and then give the answer, so that Mr. Knox, who 
may not have seen it, may follow. 

Mr. Founrarn. All right. 

Question No. 1: 


Whether the listed amount of cheese sold to and repurchased from CCC by 
Giant is correct. If incorrect, please give correct figure. 


And the answer is: 


1. The amount of cheese sold to and repurchased from CCC by Giant Food 
Shopping Center, Inc., was 412,293 pounds. 


Question No. 2: 


The date on which the cheese was sold to CCC; date on which it was re- 
purchased ; date upon which payment was received from CCC, and the amount 
of such payment . If more than one lot of cheese is involved, please give above 
information for each lot. 


The answer is: 


2. Giant’s offer to CCC was accepted on March 31, 1954. 

D. The exact date of repurchase from CCC is not presently available, but as you 
requested, the dates of the grading certificates were during the first couple of 
weeks of April. 

C. Payment was received from CCC on or about July 29, 1954, in the amount of 
$7,215.13. 


Question No. 3: 
Location or locations at which cheese was stored at time of sale and repurchase. 
Answer: 


3. There were two lots involved, one was located at the central warehouse in 
Albany, N. Y., and the other was at Kraft Foods Co., Canton, N. Y. 


Question No. 4: 

Firm or firms from which cheese was purchased by (Giant). 

Answer: 

The cheese was purchased from Kraft Foods Co. 

Question No. 5: 

Approximate date cheese was produced. 

Answer: 

5. It is our understanding that the cheese was produced during 1952 and 1953. 
Question No. 6: 


Disposition made of cheese after repurchase from CCC, and approximate 
date on which cheese was moved from location at time of repurchase. 


Answer: 


6. The cheese was resold by us at retail to consumers through the various food 
stores operated by this company. 
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Question No. 7: 


Did (Giant) purchase manufacturing milk during January, February, or 
March, 1954. 


Answer: 
7. No. 
Question No. 8: 


When did you receive announcement Da-112, or information as to its contents? 
From whom? 


Answer: 


8. Information as to Da—112 was first received by this company by letter dated 
March 19, 1954, from Kraft Foods Co., eastern division, 40 Worth Street New York. 
The transaction was discussed with Mr. Peter Buranich of the Kraft Foods Co., 
eastern division, New York, and with Mr. J. O’Neil, branch manager of the 
District of Columbia office of that company. 


Question No. 9: 


Any comments you may desire to make on the purchase-resale program and 
its operation. 


Answer: 


9. We regret that we are unable to make any comment on the purchase-resale 
program, and its operation, as we are not sufficiently familiar with the various 
factors that play a role in the program, nor do we know whether the program 
achieved the goal which is stated by you as one of maintaining prices during the 
period involved. 


Now, in that connection, it might be appropriate for Mr. Naughton 
to give us the benefit of the conference which he held with a repre- 


sentative of the Giant Food Stores here in Washington. 

Mr. Navenron. On June 9, 1955, I talked with Mr. Morris Ham- 
berger, at the offices of Giant Food Stores, Inc., on Bladensburg Road 
in Washington, D.C. I was advised that Giant has approximately 28 
stores in the Washington area, and was told by Mr. Hamberger that 
Giant does not produce any cheese, but buys its entire supply from 
others. 

The main supplier for Giant Food Stores apparently is the Kraft 
Cheese Co. 

Giant’s procedure is to buy a year’s supply of cheese from Kraft at 
one time, with the cheese being stored in Kraft warehouses which, I 
understand, are in New York State. Giant then has cheese shipped 
to the Kraft warehouse in Washington in carload lots as it is needed 
for distribution in its retail stores. 

The cheese is in the form of 40-pound rindless blocks, which are cut 
and packaged in Giant stores. 

Mr. Hamberger stated that Giant had purchased sometime prior to 
the end of March 1954, a year’s supply of cheese, which was located in 
Kraft warehouses in New York State. This was the cheese involyed 
in the transaction with Commodity Credit Corporation under Da-112. 

Mr. Hamberger stated that Giant did not know anything about 
Da-112 until they were told about it by Kraft. He stated that Kraft 
furnished the papers to Giant to sign, and told them how to go about 
getting a payment from the Government on their cheese. 

Mr. Knox. May I ask who gave that information ? 

Mr. NavueutTon. Mr. Morris Hamberger. 

Mr. Knox. Who is Mr. Morris Hamberger ? 
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Mr. Naveuton. He is in the purchasing department of the Giant 
Stores, and is the man who signed the letter. 

Mr. Knox. He is an executive with Giant? 

Mr. Naventon. I am not sure of his exact title. 

Mr. Knox. Why did you goto Mr. Hamberger? 

Mr. Naventon. I walked into the Giant office, and the receptionist 
told me Mr. Hamberger was the man who handled cheese matters for 
Giant Food Stores. 

Mr. Knox. And you took this person’s word that Mr. Hamberger 
was the man who should give you the information that you were going 
to bring back to this committee as to the actual operations of Giant’s 
purchase and sale of cheese from the Commodity Credit Corporation ? 

Mr. Naveurton. I also talked with several other executives or of- 
ficials of Giant Food Stores who were there at that time and par- 
ticipated in conversation, and I later conferred with Giant’s lawyers, 
who were aware of the information that was being furnished. 

Mr. Knox. Then you do feel it came from an authentic source? 

Mr. Naventon. I think it is accurate information. 

Mr. Fountain. It is confirmed by the letter, Mr. Knox. 

The conference took place prior to the letter, and the letter is in 
confirmation. 

Mr. Knox. And Mr. Hamberger signed the letter ? 

Mr. Navucuton. Yes, sir. 

Mr. Knox. What was his title that he used in signing the letter? 

Mr. Naveuton. I don’t recall. I believe, he signed it “Giant Food 
Stores by Morris Hamberger”, but I may be wrong about that. Mr. 
Reece has the letter. 

Mr. Horrzman. Mr. Knox, have you finished ? 

Mr. Knox. Yes; I just wanted the information. 

Mr. Hotrzman. Mr. Chairman ? 

Mr. Fountaty. Mr. Holtzman. 

Mr. Hoirzman. What do you think about it in your opinion now? 

Mr. Anperson. I think this is working exactly the way we thought 
it would. . 

Mr. Hottzman. In other words, a moment ago you told us it would 
be to the detriment of Kraft for the Department to sponsor competi- 
tion, isn’t that so? 

Mr. AnprErson. Yes. 

_ Mr. Hortzman. And now we have a letter here, and I assume that it 
is authentic, we have a letter from Giant reflecting that Kraft them- 
selves suggested this and helped with the paperwork, brought them 
the first notion that there was such a thing as Da-112 in existence, 
told them how to get this 2-cent refund, and you say your opinion re- 
mains the same? oy 

Mr. Anperson. Yes, sir. 

May I say, Mr. Holtzman, one of the things to do to help farmers, 
of course, is to merchandise cheese. If Kraft had sold this cheese just 
recently and had not advised Giant that this program was available, 
there would have been a bad relationship, I am sure, between a cus- 
tomer in selling. Now, suppose we had denied the right to sell cheese, 
what would have been the effect, and what would have happened the 
next year? 

Mr. Hortzman. Excuse me. You feel that Kraft was under a duty 
to tell them about Da-112? 
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Mr. Anverson. No, sir, no duty at all. Kraft was operating in 
their own selfish interest in notifying. That’s the way I think Kraft 
generally operates. They want to make the profits, I believe. No, 

‘raft was under no duty whatever, Mr. Holtzman; Kraft was oper- 
ating in their own self-interest. 

Mr. Hourzman. Now, we have two interests here, the first, as you 
expressed it a moment ago, was to minimize competition. Is that so? 

Mr. ANDERSON. Yes, sir. 

Mr. Honrzman. So far as Kraft is concerned ? 

Mr. AnpErsoN. Yes, sir. 

Mr. Hourzman. And the second is to retain the goodwill of cus- 
tomers by advising them of a 2-cent windfall on all the cheese they 
have. 

Now, which should prevail in your opinion ? 

Mr. Anperson. I don’t see that there is any conflict between the 
two at the moment. 

Mr. Hotrzman. You see no conflict ? 

Mr. Anperson. I am sorry; I don’t, the way you put the question. 

Mr. Houirzman. Well, you told us, did you not, that it would be to 
the interests of Kraft to minimize competition, is that correct ? 

Mr. Anperson. Yes, sir. 

Mr. Hortzman. All right. 

Mr. Anverson. And let me illustrate. Of the 86 million pounds, 
Kraft sold us 29. If we could have made an arrangement so that more 
than that stayed in Kraft’s hands longer, I think it would have been 
to Kraft’s advantage. 

Mr. Hourzman. But you didn’t tell Giant Food Stores about it; 
Kraft told Giant Food Stores about it. 

Mr. Anperson. I imagine Kraft told some others, too. 

Mr. Hourzman. I venture to say that they did. 

Mr. Anperson. I have no doubt about it. 

Perhaps you would like to go ahead with your questions, Mr. Chair- 
man. 

Mr. Reece. If I may, Mr. Chairman, I was out when the letter was 
read for the record, but since then I have looked it over. In what 
respect does this vary from other commodity credit transactions of 
this same nature? 

Mr. Anperson. Well dairy products substantially 

Mr. Reece. No, I mean other cheese purchases under this same or- 
der. What respect does this differ? 

Mr. Anperson. Apparently one of the respects is we did not have 
Giant on our mailing list for Da—112. 

Mr. Reece. As I see it it is immaterial as to how they got the infor- 
mation. 

Mr. Horrzman. Well that is a matter of opinion, Mr. Chairman. 
I think it is quite material. 

Mr. Fountain. Mr. Anderson, let me ask you this question at this 

oint. 

Mr. Reece. Mr. Chairman, I would just like to follow through on 
that one question. The transaction referred to in this letter from 
Giant Food Stores, is it in line with the other transactions consum- 
mated under Da-112, and does it tend to accomplish the same pur- 
pose that was intended by the transactions contemplated when Da—112 
was issued ¢ 








‘) 


oe 


iS 
t 
f 


t- 


PURCHASE RESALE TRANSACTIONS OF CCC 195 


Mr. AnpErson. Well it seems to me it does what was contemplated 
when the price support program was announced in February of 1953. 
Mr. HortzMan. Do you feel Congress intended in the Agricultural 
Act that this pay ment should be made to Giant Food Stores taking 
in all the circumstances surrounding it? Do you feel that the pay- 
ment to Giant Food Stores was in the purview of the Agricultural Act? 

Mr. Anperson. Yes, sir. 

Mr. Hoitzman. You were not obliged to pay out any money to 
Giant Food Stores, were you ? 

Mr. Anperson. No, sir; the law does not require us to. Our com- 
mitment in the Federal Register of April 7, 1953, I thought did. 

Mr. Hoitzman. You feel this helped the dairy farmers? 

Mr. Anperson. Yes, sir. 

Mr. Hotrzman. This payment to Giant Food Stores? 

Mr. Anverson. The entire program as announced, yes, sir. 

Mr. Hottzman. Now I am talking about the Giant Food Store deal 
because you would have had a right to reject this particular item if 
you felt you would not help the farmers, would you not? 

Mr. Anverson. No, sir. Our right, as I understood it, Mr. Holtz- 
man, our right to accept or reject was based upon whether or not 
they offered according to the terms and conditions announced. 

It might be interesting, Mr. Chairman, to pursue this, we have the 
list, and go down the list and decide which offers we should have 
rejected and which ones we should have accepted. 

Mr. Fountain. We are going to give you a chance to do that. 

Mr. Hoxrzman. What is the opinion of Mr. Cooper and Mr. 
Shulman ? 

Mr. Coorrr. As to what, sir? 

Mr. Hottzman. Would you have had a right to reject this par- 
ticular transaction if you felt it was not helping the producer ? 

Mr. Cooper. I think so. Under the verbiage of the offer wherein 
we reserved the right to reject, the Giant Food Stores would have 
been hard-pressed to make a legal cause of action for damages for 
our failure to have accepted their offer. 

Mr. Fountatn. And so—. 

Mr. Reece. Will you wait just a minute, Mr. Chairman? 

Mr. Cooper. On the other hand, sir, I want to point out that the 
statute says, “We shall support the price to producers of milk, butter- 
fat, and the products of milk and butterfat through the purchases 
of the products thereof.” I know of no farmer who sells products 
of milk and butterfat; it must therefore be bought from other people. 
The statute nowhere defines by whom or from whom purchases and 
sales of products shall be made. The statute nowhere specifies from 
whom the products shall be purchased. That is left to the discretion 
of the Secretary to determine from whom he shall purchase. He 
makes that determination when he announces his program. The 
announcement of the program did not limit from whom we would 
buy. One of the objectives stated in the statute under our sales price 
is that we should adopt procedures of sales which would result in 
the trade carrying their normal inventories. I think that is what 
Mr. Anderson has been trying to say in part. 

Mr. Hottzman. Suppose you tell us what your answer is. We can 
construe Mr. Anderson’s language. We have heard that Giant Food 
Stores would have been hard-pressed to sue. That is a reverse kind 
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of approach. Perhaps they would have—perhaps they would not 
have. I have not heard anything even approaching a semblance of a 
reply to the question, and I wish you would give me an answer if 
you can. 

Mr. Cooper. I believe that inasmuch as we have announced that we 
would buy these commodities, then the trade has with assurance been 
able to pay the support price through the years knowing that they 
could turn to us and sell their products to us. Therefore, at the outset 
it was determined to buy from any and all handlers—if there is a 
mistake made it was in that determination—it is not, sir, a legal 
question for me to decide. 

Mr. Hourzman. Well now, whether or not you could refuse to buy 
from Giant Stores under the contract is a legal question and that 
is the question I ask, that is the question I am still waiting an answer on. 

Mr. Cooper. I thought your question was, did I also consider that 
this purchase benefited the farmer ? 

Mr. Hourzman. I did not ask you that question. I am asking you 
simply a legal proposition, could Commmodity Credit have refused 
to purchase from the Giant Food Stores without incurring any legal 
responsibility ? 

Mr. Cooper. I believe it could, but it would have had other effects 
on the program. 

Mr. esr Well now you are talking policy, are you not, the 
very thing you did not want to discuss a moment ago. Is that not 
so, Mr. Cooper? 

Mr. Coorrr. No; that is not policy. 

Mr. Hourzman. When you talk about other effects, what is that? 
Is that a legal question or a question of policy ? 

Mr. Fountarn. That is probably economics. 

Mr. Reece. Well, could I interrupt there, Mr. Chairman? 

Mr. Hourzman. Yes. 

Mr. Fountarn. Mr. Holtzman yields. 

Mr. Reece. I believe one of the witnesses testified yesterday that 
after a policy decision had been arrived at and a policy was announced 
through the Register, then they were under obligations to purchase 
from producers or firms who might comply with the specifications set 
out in the order. It seems to me that largely answers that phase of 
the question which you posed. I can see some basis for it because, if 
the Department, after announcing a policy and the stipulations that 
must be complied with in selling to the CCC, begins to show prefer- 
ence between prospective sellers, then it gets down to a question of 
favoritism—they liner A by purchasing from him, disfavor B by 
denying a purchase from him. 

Mr. Hourzman. Will the gentleman yield at that point? 

Mr. Reece. It seems to me that that is a logical procedure to follow. 

Mr. Hourzman. I follow the gentleman—there is some merit to it— 
but the thing that distresses me, if we were to follow out the gentle- 
man’s argument then we would necessarily have to arrive at the con- 
clusion that, whether it helped the farmer or not, we were bound firmly 
to buy any cheese which was offered to us, and I for one will not buy 
that proposition. 

Mr. Reece. As to whether it helped the farmer was determined by 
the Department of Agriculture iain the policy was arrived at and 
the announcement of the methods of purchasing under that policy 
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occurred in the Federal Register, and as an individual I could see 
where the Department would have great difficulty picking out 1 sale 
and 1 purchase and following that through to determine what effect 
that particular purchase would have on supporting the price to the 
producer. That question, it would seem to me, was determined by 
the Secretary when he arrived at a policy and "announced it in the 
Federal Register, and it would seem to me to be wholly impractical 
to expect the administrative divisions of the Department of Agri- 
culture to follow through every purchase and undertake to determine 
just what the specific effect of that purchase might be. 

Mr. Anperson. Mr. Chairman, just to mention 2 things, this dis- 
cussion has raised 2 very important questions that have been discussed 
in the Department of Agriculture over a period of years. One was 

raised by the reference here that this cheese was produced i in 1952 and 

1953. We have discussed at length whether it is desirable to limit 
the cheese to the cheese produc ed within that particular year. We 
have decided against it on the grounds that that would discourage the 
storage of cheese for curing by the trade, and we have in gener ral been 
advised by people who should know something about this that the 
curing and storing of cheese and having it available increases the 
market. 

The other most difficult one is defining whom we should purchase 
from. The most extreme recommendation that has ever come to us 
is that we limit our purchases of butter to purchases on the Chicago 
Mercantile Exchange and the New York Mercantile Exchange. We 
have rejected that suggestion. There have been suggestions from 
the industry that we limit it to what they roughly call legitimate pro- 
ducers or handlers, and I do not know what that means. 

We have followed, as I explained to Mr. Holtzman—or discussed 
with Mr. Holtzman, rather—the proposition that the broader we could 
make it the more desirable it would be. We have considered the 
possibility of limiting purchases to manufacturers of cheese to try 
to get back to the situation we have with programs like tobacco or 
cotton which are much easier to handle because we can deal directly 
with the farmer. As you gentlemen all realize, that is a much more 
satisfactory thing todo. _ 

Mr. Fountain. The manufacturers are the ones who buy milk di- 
rectly from the producers ? 

Mr. Anverson. Yes. We get up against a situation in a State like 
Wisconsin, in which I think there are roughly around 1,500 cheese 
factories. Most of them are not even equippe -d to paraffin the cheese. 
in that case CCC would have to enter into a contract with some one 
to assemble the unparaffined cheese and paraffin it. 

I think at our June 1 meeting we discussed whether or not we 
should break this down into less-than-carload lots. We could make 
it easier for creameries and cheese factories to sel] to us if we bought 
in less-than-carload lots rather than insisting on carloads. The ques- 
tion is, How far do you go to encourage these people to do part of 
this for themselves and how much do you want the Government to 
do for them’ These issues that you gentlemen are discussing now 
are very, very important issues to the administration of this whole 
bey and my only point is that these decisions were made, I 

thought, at the time the document was prepared, the statement was 
issued, and those are very, very serious questions. 
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Mr. Reece. Mr. Chairman, I can readily recognize the difficulties 
involved in administering the price-support program for the dairy 
industry. 

Mr. Founrtatn. I think we all appreciate the difficulty. 

Mr. Reece. It is like the tobacco industry—they announce the price 
support of 42 cents, say, and whoever is ree the support 
program with money furnished by the CCC buys all the tobacco 
for which a lower price is ordered. It is dried and stored and can 
eventually be sold in normal trade channels whereas it would be 
utterly impossible for the CCC, or at least impracticable for the 
CCC, to go in and buy the raw milk and undertake to process it and 
store it and keep it and, therefore, you rely on the processors and others 
who have sufficient quantities of cheese to meet the requirements set 
out, and that is the only phase about this hearing that gives me any 
concern, since the Congress has overwhelmingly time and again 
showed its support of the price-support program as a whole. 

Take, in this particular instance, individual transactions entered into 
by the CCC in an effort, and what occurs to me to be the only way 
by which the price-support program could be maintained to stabilize 
the dairy prices, to pick up individual transactions and to try to 
charge the Department with the responsibility for showing the effect 
on the price, on the industry, of that particular transaction, and we 
all know that the support program costs the Government money, 
but I think it is money that is well spent; in comparison to our over- 
all expenditure it is relatively small, and I am in favor of it, and 
it does give me some concern to see these questions raised in the man- 
ner in which they are raised. I think, if there is any question of 
transactions occurring in the Department, I am thoroughly in favor 
of studying them and of following them through and placing the re- 
sponsibility where it might be necessary, but if there is one phase of 
our economy that has been sensitive, that has caused discussion in the 
Congress and caused concern of Congress and of all the departments 
involved in helping to maintain prices, it has been the dairy indus- 
try, and I should regret to see anything occur in this committee that 
would have a tendency to create additional difficulties for the agency 
that is administering the price-support program in an effort to stabil- 
ize the prices in the dairy industry. 

Mr. Fountain. What is wrong with the manner in which we have 
been asking the questions, Mr. Reece? Do you know of any other 
way we can get the information that would be helpful to Congress 
in passing legislation ? 

Mr. Reece. No. I am not criticizing any of the questions or the 
attitude of anybody, but I was simply undertaking to point out, 
undertaking to analyze in some degree the difficulties involved in 
administering a price-support program in this particular industry. 

Mr. Hourzman. Will the gentleman yield ? 

Mr. Reece. And then undertaking to pick out an individual trans- 
action, in this particular case, the $7,000 transaction, and trying to 

ut the responsibility on the Department, or $7 million, whichever 
it was, is relatively small as compared to the whole 

Mr. Houtrzman. Seven million dollars would be very large. We 
called on the Department to show what is the effect on the whole price 
program of that individual transaction. 
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Mr. Founratn. Mr. Reece, I quite agree with you on the difficulties 
involved, and I quite agree with you that this sort of situation which 
has arisen, and may have arisen as a result of negligence, has a detri- 
mental effect upon the entire farm program. This kind of situation 
adds the difficulties we have in getting the people in the cities to go 
along with us on our farm program, which I think is a very good 
program, but I know of no way for us to find out what ought to be 
done other than the method we are using. We have to obtain the 
facts about the situation. 

Now I appreciate that the language of the act says “purchases” and 
does not say from whom these purchases should be made. I think 
that language is too vague, but it seems to me that there is responsi- 
bility on the part of the administrative agency to draw the line some- 
where. I just cannot believe that you are required to buy all cheese 
offered by anybody. It might be a thousand steps away from the 
producer. We ought to draw the line somewhere and make distinction 
as to when it actually supports the prices of the products of milk and 
butterfat. 

Mr. Reece. Mr. Chairman, we do the same thing in other in- 
dustries—— 

Mr. Knox. Mr. Anderson, was Da-112 a general order to purchase 
86,600,000 pounds of cheese in carload lots without specification which 
could be termed discriminatory? In other words, when the Depart- 
ment says we are going to purchase 86,600,000 pounds of cheese, was 
that a general order that went out that you were just going to pur- 
chase or what was it ? 

Mr. Anperson. Da-112 or 100 or none of these orders specified the 
amount of cheese that we were going to buy. We simply put out an 
announcement that we will buy all cheese offered that meets a certain 
specification and of course the amount offered depends upon how 
much is produced over and above what the consumption and storage 
will take at the purchase price established under the price-support 
program. There was no indication of how much we would buy. 
There was no limit on it. 

Mr. Knox. Well do you contend 

Mr. Anperson. You see this was not a procurement program where 
we were desirous of acquiring a certain amount of cheese. During the 
war we did have such kind of a program. Within the last few months 
in the division we have had to administer such programs with respect 
to beef. We have bought two carloads of beef, I think it was for 
Greece through the Foreign Operations Administration. That was a 
procurement program. 

Mr. Knox. Further, figures that have been given to the committee 
indicate that Giant Food Stores had 412,000 pounds of cheese in 
storage. Isthat correct? 

Mr. Anperson. Well that was read in the letter. I was really dis- 
turbed at that because I recall that our figure was 425,000. ‘ 

Mr. Fountary. Four hundred and twelve thousand I think they 
said in their letter, Mr. Anderson. ; 

Mr. Knox. Well what I was leading up to, Mr. Anderson, the 412,000 
or 425,000 pounds of cheese would amount to somewhere around 20 
carloads of cheese, would it not? 

Mr. Anperson. I think our average was 30,000 or 40,000 pounds 
per car; yes, sir. 
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Mr. Knox. That would be somewhat reduced then, possibly down 
to 10 or 15 carloads of cheese. 

Do you feel that there was any inducement on the part of Giant 
Stores to continue to store that much cheese because they had an 
opportunity to participate in a program of selling and buying cheese? 

Mr. Anperson. Well it was my thought, of course, that it is the 
intent of Congress to continue the price-support program for dairy 
products. Congress is free to cancel it at any time they want to. 
What we do now does affect what people will do the next year. One 
of the problems of running a purchase program that is to establish 
effective in protecting returns to farmers is confidence that the an- 
nounced program will be carried out. 

Early in 1949 and 1950 I had to spend a great deal of my time tour- 
ing the dairy country because creameries selling to butter distributors 
and cheese factories selling to assemblers, hesitated to go around and 
look for new buyers—they hesitated especially to set up organizations 
to sell directly to CCC because in the early stages of the program there 
appeared to be some doubt in some of their minds as to whether the 
Secretary really meant what he said, and the establishing of confidence 
was I think important—it is no longer a particular problem—but we 
would hate to shake it. 

Mr. Knox. Well I have been informed that it is costing the tax- 
payers approximately $1 million a day for storage alone of surplus 
commodities in the Nation. Now, if the dealers in dairy products or 
other farm commodities are going to be discriminated against as far as 
orders are concerned, would that not reflect back on possibly the 


amount of commodities that they would be willing to store and have 
at their disposal so that they may put it into their retail or wholesale 
outlets? It would seem to me at least that if you discriminated 
against the people that were carrying large inventories that they were 
unable to sell to CCC, that they possibly would throw up their hands 
and say well we will now discontinue the storage of excessive amounts 
of commodities and we will make our seer as we need them, 


which once again would reflect back on the CCC as far as inventories 
are concerned, that they must pay the warehousing cost. 
_ Mr. Anperson. Well take the particular example of the Giant Food 
Stores which is under consideration now. 

Had we rejected this offer from Giant—up to a few minutes ago 
I did not happen to know the relationship between Giant and Kraft— 
they supplied Kraft—Kraft supplies a good many people—I did not 
happen to know—it would be my guess that next year Giant’s arrange- 
ment with Kraft would be to have Kraft retain title to the cheese 
longer, that is if we still permitted Kraft to sell to CCC. That was 
my point before—any restriction of that would tend to back up the 
ae in the hands of the people who remained eligible to sell to 

Mr. Hourzman. On that point, they are in business to sell cheese; 
where would they get the cheese to sell ? 

Mr. Anperson. Who? 
_ Mr. Horrzman. Giant Food Stores, if this situation which you 
Just recited would occur. 

Mr. Anperson. That is a very interesting problem. As I said 
before it involves many of them. This was undoubtedly aged cheese. 
They said it was produced in 1952 or 1953. One of the things we have 
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considered several times, and we have had many debates about it, is 
should we limit the purchase to cheese produced in that particular 
year? It is our current conclusion that that would discourage storage 
for curing and would have a harmful effect upon the cheese market 
and, therefore, upon the dairy farmer. 

Mr. Horrzman. What would Giant have to sell if they did not 
buy cheese ? 

Mr. Anverson. They would buy cheese. But they took title to this 
sometime ago. They would simply enter into a merchandising ar- 

rangement with Kraft that Kraft would turn title over to them of 
so many pounds per week or per month. The title to the large amount 
would simply remain with Kraft. It is a very simple arrangement 
and knowing some of the executives of Kraft and apparently the 
executives of Giant, judging from their letter, all very competent, 
they could easily work out that kind of an arrangement. The extra 
cost of the financing by Kraft and the storage would mean a higher 
price that Giant would pay Kraft for the cheese at the time it was 
delivered. Of course I am speculating on what executives in business 
would do, and I think, sir, we do have to do some of that in planning 
a program that will assure that the highest percentage possible of the 
money from CCC is returned to the farmer. 

Mr. Hourzman. Mr. Chairman, I was following the thought before. 
I would like to ask Mr. Shulman how he feels about the right to 
reject this particular Giant Food Store sale. Do you concur with 
Mr. Cooper ? 

Mr. Suutman. I certainly think it was the intent of the Depart- 
ment in issuing—— 

Mr. Houtrzman. I am talking about the right under the agreement 
and under t... announcement. 

Mr. Suutman. I think that we are speaking about technical legal 
rights growing out of the language of the various documents. We 
did reserve the right to reject, but it was certainly the intent of the 
Department of Agriculture in issuing that announcement to have 
it stand as a firm assurance to all manufacturers and handlers of 
dairy products that CCC would purchase all products offered which 
met the grade, packaging and quantity specifications. 

Mr. Horrzman. Well I follow that and it is not an unreasonable 
explanation. 

Mr. Suutman. I think the question of ererees dairy products, 
the method to be used, was determined by the Congress in enacting 
legislation. 

Mr. Houttzman. Well there you and I disagree. 

Mr. Suurtman. In which they very specifically confined the Cor- 
poration to making loans on or purchasing dairy products as a method 
of price support. And I think some of the debates will indicate that 
Congress recognized that they were handing the Department an ex- 
tremely difficult job. 

Mr. Hottrzman. At that point I would like to read into the rece 
an excerpt from the conference report on the Act of 1949, and I que 

In providing price support for milk, butterfat and the products of such com 
modities, it is intended that programs will be carried out through loans on, or 
purchase of, butter, cheese, evaporated milk and dry milk products so as t 


assnre the producers of milk and butterfat the benefit of the price support 
authorized by the bill. 
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Mr. Suutman. Yes, and I think the Department considered that 
by issuing what is intended to be a firm assurance to manufacturers 
and handlers of dairy products that dairy products would be pur- 
chased at specific prices reflecting the price support level for milk ana 
butterfat. It was complying with that law; and in our view it did. 

Mr. Horrzman. Are you talking, sir, about Secretary Benson’s 
directive, this Da—112? 

Mr. Suvutman. Well I think that the whole program is one that 
has been carried out under the authority conferred upon the Secretary 
of Agriculture by the Congress. 

Mr. Horrzman. Now, Mr. Anderson, can you tell us what the 
economic effect of the Giant Food Stores transaction was, because we 
know that they already had a year’s supply and actually all that hap- 
pened was that they received a Government check. Now, so far as 
Giant Food Store wos concerned, what was the economic effect and 
what was the effect on the whole program? I would like to have it 
in that sequence if I may. 

Mr. Anperson. The economic effect on the Giant Food Stores? 

Mr. Hourzman. First the Giant Food Stores, how did they make 
out on this deal, in simple language ? 

Mr. Anprrson. How did they make out as a result of the drop in 
price support from 90 percent to 75 percent of parity ? 

Mr. Hourzman. We are talking about a retailer now, a retailer 
who takes risks of inventory loss at any time. 

Mr. Anperson. Well that is right. The Giant Food Stores lost 
2 cents a pound on all cheese in inventory 

Mr. Hoirzman. Because they got a check from the Government? 

Mr. Anperson. No. If it had not been for that the loss would have 
been 434 cents per pound. 

Mr. Hourzman. I am sure we can all agree on this—we are under 
no obligation, legal or moral, to support the Giant Food Stores 
inventory. 

Mr. Anverson. I agree with you. 

Mr. Hoirzman. All right, sir; you proceed now. 

Can you tell us briefly what the general effect was from that one 
transaction? We have others—I do not want Mr. Reece to feel too 
concerned about pointing out one isolated transaction. Although I 
voice this concern for the general program, I voted for it even though 
the best farm I have in my district is a windowbox outside my home. 

What, sir, would you say was the general effect on the program 
resulting from the Giant Food Stores transaction? How did it con- 
tribute to helping support the price to the farmer. 

Mr. Anperson. Well it made the same contribution toward the 
support of prices to farmers that any purchase would make where it 
was a standing offer to purchase. 

For example, in 1952 it was generally anticipated that perhaps prices 
would go up. The people stored products. Now if the Giant Food 
Stores was unaware of the fact that there was a price-support pro- 
gram—I have no way of knowing whether they were or not—if they 
stored this cheese despite the fact that they knew they had this oppor- 
tunity to sell to CCC at any time at 37 cents a pound, I assume it had 
no effect whatever. Of course, it would have been difficult for us, it 
seems to me, to pick out those who knew about the program and those 


who did not. 
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This discussion has been very helpful to me because I say this is one 
of the big problems. At times we have thought of setting up a defini- 
tion of “authorized assembly”—define it. He would be the only one 
permitted to sell to CCC; we have thought of that possibility. But, 
again, it seemed to us if we did that we would be giving special privi- 
leges to a particular group of people and, again, I say tending, it 
seems to me, to restrict competition in the purchase of cheese which, 
in turn, would restrict competition in the purchase of milk. 

Mr. Reece. But what you said about this transaction might apply 
to any other individual transaction. 

Mr. Anperson. Well I am sure it did not apply to Kraft because 
Kraft knew there was a price-support program. Iam reasonably sure 
Kraft did. 

Mr. Hottrzman. Kraft was the radio announcer and spread it around 
to everybody. 

Mr. Reece. I mean what you say about the effect on stabilizing prices 
on this individual transaction might apply to any other individual 
transaction. 

Mr. Anpverson. Well, if we eliminated all of the transactions, if we 
eliminated everybody, of course there could be no price-support pro- 
gram. I guess that would follow, would it not ? 

Mr. Hottzman. That is where we are in disagreement, of course. 
If we eliminated the processors and retailers and manufacturers we 
may by chance be complying with the law. 

Mr. Anperson. Whom do you suggest we buy the cheese from, Mr. 
Holtzman ? 

Mr. Horrzman. That is your problem—not mine. Congress has 
directed that the price support go to the producer. 

Mr. Anperson. Well you have my answer, sir. 

Mr. Hoitzman. My problem is to make laws and I try to do that. 

Mr. Anpverson. That is right. 

Mr. Founrary. Mr. Anderson, what date did the announcement 
which you have referred to, obligating you to take all offers, come out? 
Was that the March 12 announcement of 1953 ? 

Mr. Anperson. It was a press release issued on March 12, 1953. 
The Federal Register statement is in the Federal Register for April 7, 
1953, which is 18-FRD-1912. 

Mr. Fountarn. Is this March 12 announcement the same statement 
contained in the Federal Register ? 

Mr. Anperson. Well, the March 12 announcement is a press release 
by which general knowledge was given. Of course, the official an- 
nouncement was in the Federal Register, but to give wider inform- 
mation about it, we issued a press release in addition. 

Mr. Fountarn. In the official announcement in the Federal Register 
did you designate the people from whom you would make purchases? 
Did you say “all processors and manufacturers” ? 

Mr. Anperson. Paragraph b reads: 


_ Price support of milk and butterfat will be through purchases by CCC of 
butter, nonfat dry milk, solids, and Cheddar cheese offered by manufacturers 
and handlers. 


Mr. Fountarn. And handlers? 
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Mr. Anverson. And handlers. That is a general term we use that 
anybody who handles cheese in carlots—I do not know that we have 
any more specific definition than “handlers.” 

Mr. Fountain. Would you say that language obligated you to buy 
all the cheese that was offered in carlots that met the specifications? 

Mr. Anperson. That was my understanding, but apparently I have 
been corrected. Apparently there was a legal possibility that we 
could have rejected some of this cheese for reasons other than I could 
give without inferring obligation. 

Mr. Founrarn. Then you have revised your viewpoint, based on 
what Mr. Shulman and Mr. Cooper said about it. 

Mr. Anpverson. The legal end of it. 

Mr. Suutman. I would say that this announcement, as such, did 
not complete an obligation on which anyone who has a cheese to 
offer could sue the Government. 

I do not think there is any question but that the Government—or I 
mean the Department—considered this to be a firm assurance to every- 
one that cheese would be bought. 

Mr. Founratn. As a matter of policy ? 

Mr. Suutman. As a matter of policy. 

Mr. Reece. And if you declined to purchase cheese from a person 
who met the requirements announced in the Federal Register and 
declined to purchase cheese from anybody who met the requirements 
announced, then it would have been discrimination and the man’s 
Congressman would have been on your back ? 

Mr. Anperson. Indeed; you are correct, sir. 

Mr. Reece. At least if I were his Congressman, I would have been 


on your back, and I do not think the yy beeen has any right to 


discriminate. Neither do I think, Mr. Chairman, that the Depart- 
ment can effectively accomplish the purpose of the legislation and 
discriminate and show preference between individuals. I think that 
the whole program would collapse. That would be my reaction, 
looking at it from the sidelines. 

Mr. Founratn. Of course, while the primary purpose of most of my 
questions has been to get the benefit of such facts and opinions as we 
might be able to get on the legality of Da-112, I am frank to say I 
can appreciate the position that the Department of Agriculture is in. 
When Congress passes a law and uses a term such as “purchases” with- 
out drawing the line or without giving some formula, I can realize 
you have got a problem. But it seems to me that administratively the 
agency ought to be able to work out some means of carrying out this 
program without having to make purchases from everyone who might 
make an offer. 

Mr. Anverson. Well, I can say, Mr. Chairman, that for many weeks 
and months in 1949 and 1950, I traveled throughout States where 
cheese and butter are produced and sold, trying to advise these small 
cheese factories and the small creameries of this opportunity to sell 
to CCC and attempting to encourage them to build organizations where 
they could deal directly with CCC. I have to admit that my efforts 
were not too fruitful. 

Mr. Fountain. I might say that thus far I am convinced that these 
transactions pursuant to Da-112 were not purchases, but were pay- 
ments. 
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Now, Mr. Anderson, since it has been testified that the Da-112 
transactions were not intended to remove cheese from the market and 
the facts seem to show that they did not remove cheese from the 
market, and since removal of excess supplies from the market seems to 
be the very heart of the purchase method, then these transactions 
were not a modification of the purchase method; were they ¢ 

Mr. Anperson. Well, that is another question which we dis- 
cussed yesterday, I think with Congressman Dawson. It has been our 
thought that we should make it possible to remove a sufficient quan- 
tity of product from the market to assure that the farmer will get 
the announced price-support level. We have also adopted the policy 
and followed the policy since about January 1950 of offering that prod- 
uct back into the market, whenever the market could absorb it, at 2 
cents above for cheese and 3 cents for butter. Now we can, of course, 
change that policy. I think it is entirely within the law to say that we 
will never let any product that gets into CCC inventory return to the 
market below the cost. 

Now, in some cases that would result in the farmer getting a consid- 
erable amount above the price-support level. The outstanding exam- 
ple of that would have been butter—— 

Mr. Fountarn. There is no objection to the farmer getting above the 
support level, is there? 

Mr. Anperson. No. As I said yesterday, I think the farmer would 
be very happy if we would adopt that policy. 

Mr. Fountatn. Because the support level underwrites only 75 per- 
cent of what is supposed to be a fair price. 

Mr. Anperson. At the time this happened ? 

Mr. Founrtarn. I am talking about the 75-percent level in effect 
now. 

Mr. Anperson. That is a matter we will have to resolve amongst 
ourselves. As Mr. Berger pointed out this morning, if I understood 
him, the Appropriations Committee was asking that we put a vig- 
orous sales campaign on whenever we could get above the price-sup- 
port level. 

Mr. Suutman. Mr. Chairman, to supplement that, Da-—112 did re- 
move from the market, during the marketing year ending March 30, 
the cheese that was sold under announcement. Not 1 pound of that 
cheese was permitted to go into the market at the time when the sup- 
port level was 90 percent of parity. It was only permitted to be sold 
in the market when it was sold at 2 cents above the support level, so 
that you did have an effective removal of that cheese from the market 
during the marketing year ending March 30, 1954. I would not 
agree with your conclusion that cheese was not removed from the 
market. 

Mr. Fountatn. For what period of time was it removed from the 
market under Da-112? 

Mr. SHutman. It was removed from the market until April 1, 1954, 
or such time thereafter as the cheese was graded. 

Mr. Fountarn. From what date to April 1? 

Mr. Suutman. From the date it was purchased until April 1 at the 
earhest date. Not 1 pound of cheese was permitted to go to the 
market during the time when the support price was at 90 percent of 
parity. 
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Mr. Hourzman. When was the purchase, Mr. Shulman? It was 
only after the cheese was graded and inspected; is that not so? 

Mr. Anperson. Mr. Holtzman, the statistics which were asked for 
yesterday and which we are gathering bear on this point and I am 
attempting to have them early and send them to Mr. Naughton, and 
I will be happy to come up and discuss them with either you, or anyone. 

The effect seems to have been, from our preliminary investigation 
yesterday afternoon, the fact that we made it possible for these people 
to know that they could offer this cheese to us at 37 cents, seems to 
have had the effect of maintaining the price at that level until March. 

Mr. Fountain. Mr. Shulman says one of the effects of the Da—112 
transactions was to withhold cheese from the market at least for that 
period of time between the time of sale and the time of purchase. I 
rather from all of your testimony that one of the purposes was to 
a it on the market and assure an adequate supply. 

Mr. Suutman. I do not think Mr. Anderson testified to that effect. 
This program removed every pound of cheese that was offered from 
the date of the offer until April 1, or the date thereafter when the 
cheese was graded. Not 1 pound of this cheese could go on the mar- 
ket while the support price was at 90 percent of parity. 

Mr. Fountain. Mr. Anderson, did you or did you not say that one of 
the purposes of Da-112 was to assure an adequate supply on the 
market ? 

Mr. Anprerson. During the early days of March it would have ef- 
fected the price and maintained the price the last half of March. Now 
it is true, while I would have to examine some other statistics to be 
sure. I suppose that if we had not made this readily available there 
would have been some price advance in the early part of April. For 
example, had we continued our sale price of 39 cents I am reasonably 
sure that no one would have bought cheese from CCC. The cheese 
has to have some age on it and there is probably a period in the first 
2 weeks, first 3 weeks of April when there would have been a shortage, 
and I think that is in agreement with the testimony I gave before. 
At least I hope so, that it did make cheese available in the early weeks 
of April 1954. 

Mr. Founvarn. Let me ask you this Mr. Cooper, and Mr. Anderson, 
and Mr. Shulman, but particularly Mr. Cooper: Has not the Secretary 
stated in his report that just such a transaction as we have been talking 
about which does not take the cheese off the market would be a modifi- 
cation of the payment method? Didn’t he say that in the report which 
he gave to Congress? 

Mr. Coorer. I do not believe so. In the first place I do not know 
what the precise words were the Secretary said in his report to Con- 
gress. 

Mr. Fountarn. Well I will read page 52 of the Secretary’s report, 
in which he states: 

Another modification of the payment method would be the purchase- and-sale- 
at-a-loss or “wash sale” plan. For example, CCC might offer to buy from a 
processor all of the butter he produced at one price, and simultaneously sell it 
back to him at a lower price. Settlement actually would be made by paying the 
processor the difference between such prices, without taking delivery of the 
butter. 

Mr. Coorrr. Now that does not describe a Da—112 transaction. 

Mr. Founrarn. What does it describe? 
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Mr. Cooper, It describes, let us say, a part of the mechanics of 
Da-112, yes, but what it had there is a plan under which the entire 
production would come under that type of a program, a resale back 
at a price which would permit the whole commodity to move into the 
market at less than the price-support level. 

Mr. Fountarn. Well now, what is the difference between an entire 
market and a part of the market? What would be a payment plan 
and what would not be? 

Mr. Coorrr. Different objectives with different results. 

Mr. Suutman. Mr. Chairman, let me read from page 37. On page 
37 of House Document No. 57, which is the Secretary’s study that you 
have been referring to, he describes the two methods. He says: 


These two general avenues of approach, usually referred to as the purchase 
and payment methods, are as follows: 


This describes the purchase method: 


1. Market prices of dairy products could be maintained at a level that would 
reflect the support level to farmers for milk and butterfat by the purchase and 
removal from the market of that part of the supply that could not be sold in 
commercial outlets at such support-price level. 


And this describes the payment method: 


2. Market prices of dairy products could be permitted to adjust to whatever 
level would move the total supply through commercial outlets, with farmers 
receiving their returns from sales of milk and butterfat partly from the market 
prices and partly in payments directly or through processors and dealers from 
the agency administering the program. 

So that the payment method is very clearly one which would make 
dairy products available to consumers at whatever price consumers 
would pay and absorb all the dairy products produced. 

Mr. Founrarn. Well, do you agree with Mr. Cooper that it makes 
a difference as to whether or not CCC buys all the porduction or half 
of it or a part of it? 

Mr. Suutman. Yes, because I think if we were setting out to cir- 
cumvent the law 

Mr. Fountain. You can circumvent the law without setting out to 
do it. 

Mr. SHutMan. Well then, I will put it as you do. We would be 
circumventing the law if we conducted a purchase and resale program 
under which we purchased all cheese at prices reflecting the support 
level and immediately sold it at whatever price it took to move all the 
cheese that was produced into consumption. Such a program would 
involve the use of the processor payment plan as a method of price sup- 
port. We were not doing that here. if we were setting out to use a 
purchase and resale transaction as a means of circumventing the lim- 
itation against using processor payments as a method of price sup- 
port every pound of cheese, every pound of butter, every pound of dry 
milk solids produced would probably be run through the Government 
aS a paper transaction in order for the Government to absorb the 
difference between the support price and the market price. 

Mr. Fountary. You mean every pound would or could ? 

Mr. SHutman. Every pound would. 

Mr. Hottzman. Well then, under the program it is your attitude 
that the program would be undermined if you did not buy every pound 
of cheese, is that not so? 
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Mr. SHutMan. Well the Commodity Credit Corporation did not 
buy every pound produced by a long shot. The mere fact that Com- 
modity Credit offered to buy cheese and other dairy products kept 
the dairy products moving on the market to a very considerable extent 
without it coming into the Government inventory. 

Mr. Hortzman. Suppose, Mr. Shulman, everybody in this country 
who had cheese offered it, under your interpretation you would more 
or less be committed to buy all of it. Would not that be the situa- 

-tion you just described ? 

Mr. SHutman. Well that would have been the situation I just: de- 
scribed. There would be no escape from it. 

Mr. Hoxrzman. In other words, there would be a circumvention of 
the law. If the people in the country who had the cheese did not 
avail themselves of the offer it is not circumventing the law. 

Mr. SHutman. I do not believe I understand your proposition. 

What I am trying to say is simply this, that if we set out to use the 
purchase and resale method as a means of making processor payments 
it would have been necessary for all the production of the commodity 
to move through the Government. 

Mr. Hourzman. W hy is that? 

Mr. SuvutmMan. Because the only way you could get a low enough 
market price to absorb the entire production and at the same time 
give the farmer the support price guaranteed him would be to have a 
subsidy payment of the difference between the support price and a 
market price which would absorb the entire production of the com- 
modity. There would have been no escape from that. 

Mr. Hourzman. Well now, one more question. We have been 
through this and I regret that I have to bring it up again. 

You keep talking about your intention. Now, * actually and in 
fact that has no more to do with this program than the man in the 
moon, is that not so? Whether or not your intention is to circum- 
vent, you are circumventing, if you are violating the law. 

Mr. Suutman. What I thought I said and what I meant to say was 
that there was neither the intention to circumvent the law nor did the 
program in fact circumvent the law. What we were doing did not 
amount to supporting the price of dairy products by using as a method 
of price-support ps ayments to processors. 

Mr. Hourzman. What you hi ive been saying in essence all this time 
is that vou had no intention to circumvent the law. 

Mr. Suutman. No;ITamnot. Iam saying the program did not do 
that in fact because not one pound of cheese was sold back into the 
market at a price below the set support price at the time the sale took 
place. The purpose of the program was to keep the market price 
above the support price. Certainly it was the hope that the market 
price would be above the support price, at least to the extent of 2 cents 
a pound. 

Mr. Horrzman. Now yesterday, in response to a question by me, 
when I said suppose this retail store came in under Da-112 and sold 
and repurchased cheese and you in turn gave them a check for the 
difference, would you say that payment was ; authorized under the law? 
You said, it was in your opinion. 

Mr. Suutman. I thought it was—the purchase and resale transac- 
tion was in connection with a program which we felt was calculated 
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to provide the necessary price support through purchases of dairy 
products. 

Mr. Hourzman. And you also said in addition to what you just re- 
peated, that in your opinion it would depend on whether the program 
was undertaken for the purpose of carrying out the mandate of the 
law to support the price on dairy products. 

Mr. SHutman. Yes. 

Mr. Hourzman. And you say now that those two factors would 
justify your transaction with the Giant Food Stores? / 

Mr. SHutman. Well, obviously the purpose of the transaction was 
to carry out our obligation under the law. We have no other basis for 
carrying out any transactions. Certainly, we would not be conduct- 
ing an operation which we believed to be contrary to law. 

Mr. Reece. Mr. Chairman, if you will permit an interruption, I am 
just going to have to go myself. 

Mr. Fountarn. Well, I myself want to leave in a little while, Mr. 
Reece, but I would like to continue for a few more minutes. But if you 
feel you got to g2a—— 

Mr. Reece. Well it is not quite that simple 

Mr. Fountatrn. I do not like to hold any hearings without a mem- 
ber of the minority present. However, we have notified all members 
in accordance with our rules. 

Mr. Reece. Well, the House is in session and it will be an easy mat- 
ter under the normal procedure to have the hearing discontinued at this 
session, but I would not insist on it. 

Mr. Fountain. As I understand it we are authorized to sit durin 
general debate in the House. Therefore this committee is authorize 
to sit and hold hearings at this time. 

Mr. Reece. That is perfectly all right if permission has been given. 

Mr. Founrtarn. It is in the law. But I do not think there should 
be any difficulty. The Department is well-represented by counsel, and 
5 or 10 more minutes 

Mr. Reece. Mr. Chairman, I resent the implication of that state- 
ment. I am not representing the Department of Agriculture nor am 
I representing Mr. Anderson. I am representing the people of my 
district and the other people insofar as I have responsibility to do so. 
Pardon me for this show of temper. 

Mr. Fountarn. If you will let me explain, I did not say that. 

Mr. Reece. You used the same statement a while back. 

Mr. Fountarn. You made a statement which prompted my observa- 
tion, Mr. Reece. You said that you wanted to be here so that if there 
were any questions about interpretation you could assist these gentle- 
men in getting the proper interpretations. So I told you that I 
thought you had done a very excellent job of assisting them in getting 
the information presented. I will guarantee that these gentlemen will 
be treated fairly whether you are here or not. 

Mr. Reece. Well, we all appreciate a compliment, Mr. Chairman, 
regardless of the motives. 

Mr. Hotrzman. I think the chairman has made a very fair state- 
ment of the facts. 

Mr. Fountary. What I was saying was that they are so well repre- 
sented that even those of you on the minority side ought not to have any 
fears that we are going to mistreat them. . : 

Mr. Reece. Mr. Reporter, strike this all out of the record. 
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Mr. Horrzman. Would the gentleman want to strike out the refer- 
ence he made before about his regret at the manner in which the ques- 
tions were being asked ? 

Mr. Reece. I am perfectly willing. 

Mr. Founratn. Let me quote some further language from the Secre- 
tary’s report which inaibee an example of the payment method as 
follows, “CCC might offer to buy from a processor all of the butter 
he produced at one price and simultaneously, sell it back to him at a 
lower price,” and it goes on to say that settlement would be made by 
paying the processor the difference. Under the subheading “Legisla- 
tive Authority” it then states that additional legislation would be 
necessary to authorize payments to processors and dealers as a method 
of supporting prices to producers for milk and butterfat. I gather 
from what you gentlemen have said that you do not think this report 
had in mind 

Mr. Suvurman. I agree with the conclusion you reached that 
processor payments as a method of price support are not permissible 
under the Agricultural Act of 1949. 

Mr. Founrarn. Well let me ask you this—from the standpoint of 
effect 

Mr. Suutman. I insist again that what we did was not use processor 
payments as a method of — support. 

Mr. Hotrzman. Well that is the issue here. 

Mr. Fountatn. The effect is the same 

Mr. Suutman. No, sir; the effects are different in my opinion. 

Mr. Anperson. I do not know whether this will help or not but may 
I just say a few words? 

Mr. Fountrarn. You mean that the effect of paying the difference 
between the purchase price and the resale price is different from the 
effect of making direct payments for an amount equal to the difference 
bet ween the purchase price and the resale price ? 

Mr. Suutman. What I am saying is that there is a difference 
between the payments made in the transactions discussed here and 
using payments as a method of price support. There is a difference 
in effect. There is a difference in objective. 

Mr. Founvarn. I did not ask you about the objective; they would 
have received the same amount of money either way. You say they 
would not have gotten the same amount? 

Mr. Snutman. They would not. They would have received an 
entirely different amount if processor payments had been used as a 
method of price support, namely, the difference between the support 
price and that price which would move all of the commodity produced 
into the market. 

Mr. Reece. Mr. Chairman, if we are not careful we are going to get 
into a discussion of the Brannan plan, are we not? 

Mr. Fountatn. That is what it sounds like to me. 

Mr. Horrzman. Mr. Chairman, along the line of the questions that 
are being asked now, I would like to ask Mr. Anderson and Mr. Shul- 
man, and Mr. Cooper whether they are firm in their opinion that this 
was a legal purchase and sale? When I say “legal” I do not want any 
connotation of anything sinister connected with it. It is your firm 
opinion that this was a legal purchase? 

Mr. Cooper. Yes; in every sense. 
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Mr. Hottzman. Then I would like to ask Mr. Anderson how he can 
reconcile that with the testimony he gave on pages 23 and 24 in which 
he said that this program was initiated for the purpose of minimizing 
purchases. Can you reconcile that statement with the fact ¢ 

Mr. Anperson. It seems to me, sir, there is no difficulty in that. 

Mr. Hoitzman. That is wonderful. Go right ahead and explain. 

Mr. Anverson. O. K., sir. In 1953 the total production of cheese 
in the United States was 1,021,492,000-—— 

Mr. Hoitzman. Forgive me, sir, but it has been a very tiring day. 
The question is how do you reconcile your desire to minimize pur- 
chases with the fact that you now state these were definitely legal 
purchases? No history, please; it has been very tiring. 

Mr. Anperson. O. K.; I beg your pardon. 

Mr. Reece. Mr. Chairman, if I understood what he is about to say I 
can easily understand this relationship. 

Mr. Hontrzman. You can? He has not said anything yet, Mr. 
Reece. I would rather you try to answer it if you can, Mr. Anderson. 

Mr. Anverson. Of course, the minimizing purchases applies to both 
the marketing year ending March 30, 1954, and the marketing year 
beginning on April 1. Had we not done what we did it is my opinion 
and was my opinion that consumption would have been reduced dur- 
ing the early weeks of April of 1954, and insofar as that consumption 
was reduced those products would have been sold to CCC in April. 

Mr. Hotrzman. That is wonderful. If I could dothat I could go to 
the United States Senate. 

Mr. Anperson. Sir, I hope that you go there some day. 

Mr. Reece. Mr. Chairman, and he so testified yesterday according 
to my recollection. 

Mr. Horttzman. In other words, we minimize purchases by making 
lots of new purchases. Is that the sum total of it? 

Mr. ANpErsoN. No, sir. We would have made in my opinion prac- 
tically all of the purchases we made in March 1954 whether Da-112 
had been issued or not. Now I guess we would have reduced them by 
425,000 pounds apparently because some people for some reason were 
not aware of the fact that there was a price support program. There 
may have been some others who did not know it, and I regret that our 
information to those people was so limited. 

Mr. Fountain. The committee stands in recess until 10 a. m. 
tomorrow. 

(Whereupon, at 4:35 p. m., the committee recessed to reconvene at 
10 a. m., July 20, 1955.) 














PURCHASE RESALE TRANSACTIONS OF THE 
COMMODITY CREDIT CORPORATION 


WEDNESDAY, JULY 20, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., in room 1537, New House Office 
Building, Hon. L. H. Fountain (chairman of the subcommittee) 
presiding. 

Mr. Fountain. The meeting will come to order. 

Was there or was there not a difference of opinion yesterday, Mr. 
Anderson, between you and the legal staff, as to whether or not, pur- 
suant to the announcement in March which was placed in the Federal 
Register, you were obligated to buy all cheese offered ? 

I believe just as we were closing you made the statement that you 
thought they differed with you in that respect. 


FURTHER TESTIMONY OF DON S. ANDERSON, DIRECTOR, LIVESTOCK 
AND DAIRY DIVISION, COMMODITY STABILIZATION SERVICE; 
ACCOMPANIED BY TRUE D. MORSE, ACTING SECRETARY OF 
AGRICULTURE; EDWARD SHULMAN, DEPUTY GENERAL COUNSEL; 
GEORGE E. COOPER, CHIEF, COMMODITY CREDIT DIVISION, 
OFFICE OF THE GENERAL COUNSEL; AND WALTER C. BERGER, 
VICE PRESIDENT, COMMODITY CREDIT CORPORATION, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. Anperson. Policywise, to make the program effective, I think 
we would have to say that we were obligated to buy. 

The question, as I understood it, was that if we did refuse to buy 
what recourse would the vendor from whom we refused to buy have. 

In connection with this policy I might say that this policy has been 
a longstanding one in the Department so far as dairy products are 
concerned. 

It was first implemented in March of 1947 when, under the Steagall 
amendment, we started to buy nonfat dry milk solids, and it has been 
reaffirmed 7 or 8 times since then. 

From a policywise standpoint I think it has been a longstanding 
one. 

I am not competent to pass on the question as to whether or not, 
should we have refused to buy from a vendor other than those listed, 
that vendor would have had legal recourse against us. I don’t know. 
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Mr. Horrzman. You say policywise this was a matter of long stand- 
ing. I assume in saying that you are trying to show us that previous 
administration and perhaps even the one before that pursued the same 
course. Is that correct? 

Mr. Anperson. Just as a matter of calling that to your attention. 

Mr. Hoxrrzman. Do you know of any instance under the previous 
policy, or the identical policy as pursued under previous administra- 
tion, where a retail store such as Giant Food Stores was able to transact 
such a deal with Commodity Credit? 

Mr. Anperson. I would have to go back, Mr. Holtzman, and look 
into our records to find out whether or not a retail store has ever made 
a sale to Commodity Credit. 

For some of the earlier years we do have that tabulated, and the 
chairman asked for it recently. We will try to tabulate it as quickly 
as possible. That will make that information available. 

Mr. Horrzman. You would have no way, though, of remembering 
even a single instance prior to Da-112 where such a situation oc- 
curred ¢ 

Mr. Anverson. I could not mention any now, sir. 

Mr. Reece. You did not know about the Giant Food Store until 
it was called to your attention, did you? 

Mr. Anperson. Yes, because at Mr. Naughton’s request we had 
made the tabulation and it was furnished to the committee. In fact 
that is the way Mr. Naughton became aware of the Giant Food Stores, 
I assume, from the tabulation we furnished, and we did make that 
special tabulation. 

Mr. Reece, Is this a correct summation of what you have said: 

Under the announcement you are morally bound —— 

Mr. Horrzman. Will you yield at that point? 

Mr. Reece. Yes. 

Mr. Hotrzman. Would that be under Secretary Benson’s announce- 
ment in the Register? Is that what you have reference to? 

Mr. Reece. Yes. 

You are morally bound to practice but not legally bound to do so 
possibly ? 

Mr. Anverson. Well, if I may say, with respect to neither morals 
nor legality, my opinion is that had it become known generally that 
we could refuse to buy for any of these reasons, the purchase program 
immediately would have become ineffective as a method of supporting 
prices to farmers. 

I do not want to say that we had to, in the announcement, say we 
would buy from all these people. That may have been a mistake 
in judgment, and, as I say, it has ben a mistake in judgment which 
has prevailed for a long time. 

Mr. Hourzman. Is it your impression that under the announcement 
you were legally bound or is it that you were bound as a matter of 
policy, as a matter of instilling confidence in the program under the 
Secretary’s announcement in the Register? 

Mr. Anverson. I had thought until yesterday we were also legally 
bound, but that is a question I will have to defer to someone else. 

Mr. Horrzman. Suppose Mr. Cooper or Mr. Shulman tell us that 
at this point—whether or not the Department was legally bound un- 
der Secretary Benson’s announcement in the Federal Register ? 
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Mr. Suutman. I do not think the announcement as such created 
a legal obligation under which any processor could sue if we failed 
to buy. I think the announcement implemented what Congress had 
specifically provided for, namely, the purchase of dairy products 
as the method of providing price support for milk and butterfat. 

I certainly agree with Mr. Anderson that it was the intention of 

the Department that no discrimination be made as between offerers 
of cheese and butter, and had the Department announced an intent 
to discriminate, the program. would not have served its purpose. 
Mr. Hourzman. You say you do not think you were legally 
obligated. Without being part and parcel of the legal staff of this 
Government I tell you CCC was definitely not bound, because the 
announcement itself states only that CCC will consider offers. It 
is just as simple and as plain as that. 

I think we can agree now, and I think you will join me, when I say 
you were not bound, aside from policy purposes, and you were defi- 
nitely not bound legally. Don’t you think we can say that? 

Mr. Suutman. I think we were bound legally by the law to support 
the price of dairy products. 

Mr. Houtzman. I am talking about the acceptance of these various 
offers. 

Mr. Suutman. I would say that the wording of the offer did not 
create an obligation on which any manufacturer of dairy products 
could sue the Government for failing to buy. 

He would have a right to insist on our buying. I think he would 
have a right to expect his Government not to discriminate. 

Mr. Horrzman. If we can revamp, then, we had quite a bit of dis- 
cussion yesterday as to under which circumstances Commodity Credit 
legally was bound to buy. There was a great deal of talk about the 
Agricultural Act, and I think eventually it was agreed that under 
the act you could have rejected if you were so inclined. If I am 
wrong in any of these statements please correct me. 

Mr. Reece. Just on that point, I am not willing as an individual to 
accept without question your interpretation of the obligation which 
rested on the War Department. 

. Mr. Hortrzman. You are not obliged to, Mr. Reece. 

t Mr. Reece. And even if the counsel should differ with me I feel 

a that way. I feel there was an obligation, and I have serious question 

S if they declined to purchase from one producer or person who met the 
requirements of the announcement whether the Department could 

© exclude him and exercise its option, if you want to put it that way, to 

e buy from another. 

h Mr. Hourzman. I say you are entitled to that opinion. I disagree 
with you but you are entitled to it. 

t Mr. Reece. That is the reason I wanted'to make that interjection 

f here. 

© Mr. Horrzman. You say even if the Solicitor’s Office says other- 
wise, you disagree with them? 

y Mr. Reece. [I still would have a question about it. 

; Mr. Founta1n. Now the record has the legal opinion of both of 

: you. 

\- Mr. Reece. I didn’t want your assumption to cover me. 

Mr. Horrzman. I cannot bind you, Mr. Reece, any more than I 
would want to be bound by anything you said. 
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Mr. Suutman. I would like the record to be clear that I think there 
was implicit in any Government program an obligation to treat all 
people fairly and equitably and not discriminate. Whether that is 
stated explicitly or not it is certainly an implicit obligation. 

Mr. Reece. Would you permit a further interjection here if you 
will be so kind ? 

Mr. Hortzman. Go right ahead. 

Mr. Reece. Take in our stockpiling program, as I understand it, 
it is administered so that if the General Services have made an an- 
nouncement about acquiring any strategic metal, whoever is in a posi- 
tion to meet their offer and sends in an announcement to that effect, 
the General Services make a contract to acquire the metal from them 
just as it does from anybody else. That is, nobody is excluded who 
meets the offer of General Services. 

It is a slightly different operation, but the question of discrimina- 
tion would obtain in both instances, it seems to me. 

Mr. Hottzman. I am glad to join with my colleague in urging 
against discrimination at any time, because that represents my feeling, 
whether it be a Government contract or human rights, or anything 
else. 

Mr. Reece. But that carries on to the legal question involved, and 
that is the basis for my question about the legal position here. 

I do not think the Government can make a discrimination, and when 
it does discriminate I am inclined to think that the man against whom 
the discrimination is made has some legal recourse. 

Mr. Suutman. I would like to add this, too—— 

Mr. Hotrzman. Do you agree with what the gentleman from Ten- 
nessee said ? 

Mr. Suutman. I do. 

Mr. Hotrzman. You agree that the man whose offer was rejected 
could have had recourse against the Government ? 

Mr. Suutman. It would be questionable as to whether that is true, 
on the basis of the bare words of the announcement, but there was an 
implicit obligation to accept all offers meeting specifications. 

Mr. Horrzman. Do you think he would have legal recourse against 
the Government either under Secretary Benson’s announcement or 
DA-112? 

Mr. Suutman. I would stand on what I said before. 

Mr. Houtrzman. I don’t know what you said. 

Mr. Suutman. I don’t think the bare wording of the announce- 
ment created any legal obligation on which he could sue. I certainly 
think there was implicit in the announcement an obligation not to 
discriminate among offerors. I know of no instance, and I don’t think 
Mr. Anderson does, and if he does I wish he would say so, in which 
the Department of Agriculture, during the entire administration of 
the dairy price support program, ever rejected an offer on the basis 
of who the offeror was. Manufacturers and handlers had a right to 
rely upon this consistent and long-established practice. 

Mr. Hourzman. I don’t know how that came into this, anyway. 
There is no question of discrimination here. I heard you bring it up 
and I heard Mr. Reece bring it up. 

In essence what you are saying is that if the Government exercised 
its right, its legal right under the announcement of Secretary Benson, 
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or under Da-112, that that would constitute discrimination against 
someone? Is that what you are saying, sir ? 

Mr. Suutman. No. 

Mr. Hourzman. Then there is no question of discrimination here. 

Mrt Suutman. I am saying that the Department announced a pro- 
gram without excluding anyone having cheese meeting the specifica- 
tions from participating init. I think on the basis of that announce- 
ment no right exists to exclude anybody offering cheese meeting the 
announced specifications. 

Mr. Fountain. But in that announcement, Mr. Shulman, you did 
not specify from whom you would buy. 

Mr. Suutman. In the announcement we didn’t. In the Federal 
Register we didn’t. We didn’t exclude anybody. That is just the 
point. 

Mr. Hottzman. As a matter of fact, the Federal Register and Sec- 
retary Benson’s announcement stated that Commodity Credit will 
consider offers ? 

Mr. SuutmMan. Yes. 

Mr. Hotrzman. Are you aware of that? 

Mr. Suutman. I am very well aware of that, sir. 

Mr. Hotrzman. That didn’t fix strict liability on Commodity Credit 
to buy from anybody, did it? 

Mr. Suvtman. It did not exclude anybody from participating in 
the program. Moreover, the individual announcements issued pur- 
suant to the Federal Register publication excluded no one from par- 
tic spating in the program. 

The Secretary’s announcement by press release contained no exclu- 
sion of anyone from participating. 

Mr. Horttzman. And it contained no fixed obligation to buy from 
anybody, either, did it ¢ 

Mr Suutman. Certainly indicated a willingness to receive offers 
from anyone who had 

Mr. Hourzman. Receiving offers does not fix an obligation to buy. 

Mr. Suutman. And no provision for excluding anyone. 

Mr. Horrzman. Is the obligation to receive offers an obligation to 
buy? 

Mr. Suurtman. I can only say this, sir: 

When the Department publishes in the Federal Register an an- 
nouncement saying that it is going to buy cheese as a means of pro- 
viding price support, and that it will consider offers pursuant to spe- 
cific announcements, when that Federal Register publication does not 
exclude anyone from participating in the program and when the an- 
nouncements issued pursuant to that Federal Register publication do 
not exclude anyone from participating in it, as long as they offer 
cheese which meets the specifications, there is an implic it obligation 
to accept all offers meeting specifications. 

Mr. Houtzman. And when that same announcement does not spec- 
ify who— 

Mr. Suvtman. I say that there is implicit in that procedure an obli- 
cation on the part of the Government not to discriminate among con- 
cerns offering cheese meeting specifications. 

Me Hontrzman. Is there a legal obligation to buy whether it helps 

e farmer or not? 
“Mr. Suvutman. The determination—— 
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Mr. Hotrzman. I know you are going to say that it did help. But 
suppose we found an instance where it definitely did not help? What 
would your answer be then ? 

Mr. Suvutmany. I think, sir, that decision was made when the pro- 
gram was announced. It was then decided that the purchase of 
cheese from anyone who had the cheese which met our specifications, 
and the purchase of butter and dry milk powder from anyone whose 
product met our specifications as to quality and quantity, and sub- 
mitted an offer in the manner prescribed, was a program which would 
help farmers. 

Mr. Horitzman. Suppose I agree with you that that decision was 
made when the announcement went out, and suppose, further, that it 
is established that a transaction with the ABC Food Store does 
not help the farmer, does not help the producer. What would your 
answer be then with respect to a transaction with Giant Food Stores 
or ABC Food Stores, assuming everything you have said is correct 
now ¢ 

Mr. Suutman. I don’t think that determination after the an- 
nouncement was made would be germane. We have announced the 
program based on a determination. 

Mr. Horrzman. You say it would not be germane. You have a 
law covering it, the Agricultural Act of 1949, do you not? 

Mr. Suutman. Yes. 

Mr. Horrzman. If you found as a fact now, as an absolute uncon- 
troverted fact, that a transaction with the Giant Food Stores did not 
help the farmer, would you be bound by the Secretary’s announce- 
ment in such an instance? 

Mr. Suutman. I think if the Secretary announced a program, he is 
bound to carry it through. 

Mr. Horrzman. If my facts are correct, then the deal with Giant 
Food Stores or any other retail store which might be involved would 
be against the law based upon your own observation of the other day. 

Mr. Suutman. All the law stated, sir, is that we should buy dairy 
products to support the price. The terms and conditions and the 
extent of the purchases were to be determined by the Secretary. It 
made the determination of the Secretary an exclusive and final 
determination. 

Mr. Hourzman. That is fine. I am inclined to agree with you that 
the Secretary here made the final and exclusive determination and 
should bear the praise or criticism of this program. 

But I ask you again, suppose as a fact now, as an uncontroverted 
fact, a deal with A, B, or C is determined not to help the farmer. 
Would you then feel that you are discriminating if you rejected the 
particular offer which he made? 

Mr. Suutman. Certainly, if that restriction was not announced as 
part of the program when the program originally was announced. 

Mr. Hortrzman. In other words, now, would you concede, sir, that 
such a transaction, if it were established that it did not help the 
farmer, was in violation of the Agricultural Act? 

Mr. Suutman. No, sir; I would not. 

Mr. Hoxirzman. In other words, you say now that a payment of 254 
cents per pound of cheese to the Giant Food Store, without helping 
the farmer, would not be a violation of the act? 
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Mr. SHutman. What I am saying is that the type of the program 
which would help the farmer is determined at the time the program 
is announced. The fact that a particular transaction may not have 
the full effect intended is simply an incident to the type of program 
carried out. The transaction 1s not improper. 

Mr. Hoitzman. Suppose it had no effect in working out the pur- 

ose or intent of Congress. Suppose it was established that it would 
we no effect. Would you feel obliged under the Secretary’s an- 
nouncement or Da-112 to buy from this person, store, company, or 
corporation ¢ 

Mr. Suutman. I think under the nature of the program announced 
that there was an obligation to buy cheese without discrimination 

Mr. Horrzman. Let us not talk about discrimination. 

Mr. Fountain. Apparently he doesn’t want to answer that question 
yes or no. 

Mr. Hotrzman. Pardon, sir. 

Mr. Fountain. Apparently he doesn’t want to answer it yes or no. 

Mr. Hoirzman. I would like to get a yes or no answer. 

Mr. SuHuutman. I will say this, sir: I think the program announced 
was a program which did not discriminate among offerors. It did 
not contemplate discrimination among persons who were offering 
cheese. The determination that that was the most effective way to 
carry out our price support responsibility was a determination made 
at the time the program was announced. 

Mr. Hoittzman. By Secretary Benson. Is that correct? In con- 
nection with this announcement ? 

Mr. SuHuitman. By all the people concerned with the formulation 
of the program finally approved by the Secretary, or someone acting 
under his authority. 

Mr. Hoitrzman. Good. 

Mr. Suutman. And I would say that there might be certain trans- 
actions which someone might debate as to whether or not they helped 
the farmer. But they were incidental to the overall program. 

Mr. Hoirzman. That is not my question. My question is this: 
Suppose at the risk of being repetitious, and perhaps boresome, sup- 
pose it was established as a matter of indisputable fact that A, B, C, 
D, E, F, G, transaction could have no effect on the program or intent 
of Congress. Is it your statement now that you would be required 
to buy, otherwise you might be charged with some kind of discrimi- 
nation ? 

Mr. Suutman. I think if it were determined that certain types 
of transactions were not effectively carrying out the program 

Mr. Hoitrzman. Not at all, not in any sense. Let us see if we can 

dared 

Mr. Suutman. Then it would be up to the Department to change 
the nature of its program in order to exclude those transactions. 

Mr. HoitzmMan. Suppose it were determined that the transaction 
did not in any manner, shape, or form help effectuate the intent of 
Congress? What would your answer be? 

Mr. SuHutman. I would say under those circumstances we should 
have changed the nature of our program. 

Mr. Hoirzman. Assuming you did not, what would your posi- 


tion be? 
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Mr. Suutman. I think that was implicit in the announcement we 
would treat all offerors of cheese alike. 

Mr. Hottzman. What would you have done with respect to the 
particular transaction? What would you have done with respect to 
the deal with Giant Food Stores? 

Mr. Suutman. I would have said there is no basis for excluding 
the Giant Food Stores deal unless we changed our whole program to 
exclude them. 

Mr. Hotrzman. In other words, now, you are saying that, assuming 
that the Secretary’s announcement went out in the Federal Register, 
and assuming that implicit in this announcement was the confidence 
in the program and all the things you described, then even if it was 
determined that 1, 5, or 10 transactions were illegal, that you had to 
remain with it by virtue of the Secretary’s announcement ? 

Mr. SuutmMan. That is not what am saying. You state an awfully 
broad conclusion. You say assuming certain transactions were deter- 
mined to be illegal. Obviously if any transaction 

Mr. Hourzman. Let us follow that out, please. If a transaction 
does not help effectuate the desire or intent of Congress as stated in 
section 201 of the Agricultural Act and constituted a subsidy to a 
processor or a manufacturer, it would be illegal. You so testified 
3or4times. Isn’t that so? 

Mr. Suutman. I testified that the act placed upon the Department 
an obligation to announce a program that would effectively carry out 
its obligation. 

Mr. Hourzman. Didn’t you testify before, or don’t you say now, 
that if a particular transaction constituted in essence a subsidy to a 
processor or a manufacturer that it would have been illegal? 

Mr. Suutman. No. What I said is that we were obligated under 
the law not to use processor payments as a method of price support. 

Mr. Hotrzman. Didn’t you testify that the legality would depend 
upon whether it was a bona fide purchase, and whether the Depart- 
ment intended to effectuate the desire of Congress ? 

Mr. Suutman. If I testified to that I would like to make it clear 
that what I meant was that the Department could not under take a pro- 
gram which contemplated the use of processor payments as a method 
of price support. 1 thought that I made clear what using processor 
payments as a method of price support meant. I thought I made 
clear that that was a very definite and very clear concept. What it 
amounted to was a so-called consumer subsidy program where you 
maintained the price to the consumer at one level and the price to 
the farmer at a higher level, allowing the product to seek its own 
price in the market so that you could dispose of all of it and so that 
the Government would not have to buy any of it and in making up 
the difference between the market and support price to the producer 
through processor payments or through direct —— to producers. 

That is what I certainly meant to say and that is what I say now. 

Mr. Hotrzman. I want a firm answer on this if I can get it. Assume, 
Mr. Shulman, that the announcement in the Federal Register is in 
effect. Assume further that a particular transaction with the Giant 
or A. & P. Food Stores has been found by the administrators not to 
in any way effect or help effectuate the intent of Congress; namely, 
to support the prices to the producers. 
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Is it your statement now that you would still make the transaction 
with Giant or A. & P. because of the original announcement ? 

Mr. Suutman. Yes, unless the original program was changed to 
provide for excluding certain people who had cheese to offer. 

Mr. Founratrn. In other words, what you are saying, Mr. Shulman, 
is that if the policy set forth in the original announcement was in vio- 
lation of the spirit and intent of the congressional act, you would still 
be obligated legally to carry out that policy, even though that policy 
was in violation of the act 
Mr. SuHuuman. No. 
Mr. Fountrarn. Unless you changed the announcement ? 

Mr. Suutman. I wouldn’t put it that way, Mr. Fountain. I think 
the determination of the sort of program which would effectively carry 
out the act was a determination made at the time this original an- 
nouncement was made. I think in any broad program there may be 
individual transactions about which there might be controversy. The 
effectiveness of the entire program depended, however, upon our 
standing ready to buy cheese offered by all processors and handlers. 
Mr. Fountain. What I am asking you in a different way than Mr. 
Holtzman did is this 
Mr. Hotrzman. Standing ready to consider offers, not to buy. 
Mr. SHutman. There was no provision either in the Federal Reg- 
ister announcement or in Da-100 or Da—112 which excluded anybody 
who had cheese which met our specifications. There was certainly no 
intention that each individual offer would be evaluated to determine 
buying cheese from that particular offer or would definitely effectuate 
the purpose of the act. 

Mr. Hoxttrzman. Then following that out we can go back to my 
mother-in-law. If my mother-in-law had a grocery store somewhere 
in Manhattan and happened to be loaded with cheese, you would neces- 
sarily be obliged to buy from her, too. Isn’t that so? 
Mr. Suutman. I think the determination was made 
Mr. Hoitzman. Would it be so? Would you be obliged, following 
your own reasoning, to purchase that cheese from my mother-in-law’s 
store? 

Mr. Suutman. If your mother-in-law had a carlot of cheese and it 
met specifications and she submitted an offer in terms that met our re- 
quirements, the offer would be accepted. 

Mr. Hottzman. Whether it helped the dairy farmer or not? You 
would be in no position to determine individual cases, as you just said ¢ 
Mr. Suutman. Certainly the Department is in no position to deter- 
mine on the basis of each offer received that acceptance of that par- 
ticular offer will have a particular effect upon the price of milk and 
butterfat. 

Mr. Hourzman. Then your answer is that you would have bought 
that cheese without even considering whether it helped the overall 
program. Isn’t that so? 

Mr. Suutman. No, sir; that is not so, because the determination 
that the purchase of cheese from all offerers would help the program 
was made at the time the program was announced. 

Mr. Hoirzman. But you would rely completely on that previous 
determination. Isn’t that so? 

Mr. Suutman. Yes. 
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Mr. Houirzman. And you would not look into this particular trans- 
action because that determination already had been made. Isn’t that 
so? 

Mr. Suutman. And, Mr. Holtzman, since the dairy program has 
been conducted, and it goes back quite a number of years, no discrimi- 
nation was made as to any offer, and I am sure that 5 years ago if 
your mother-in-law had offered cheese in carload lots which met the 
specifications of the progam, her offer would have been accepted. 

Mr. Reece. I am sure no one would want the record to indicate 
that your mother-in-law would have been discriminated against. 

Mr. Houitzman. No. She is gone. 

Mr. Fountain. You are saying Congress didn’t require you to buy 
cheese from anybody but that the Secretary of Agriculture made that 
decision ? 

Mr. Suutman. I hope I made clear in my view of the law that the 
Congress intended we buy certain dairy products. 

Mr. Fountain. But the decision to buy from everyone who offered 
cheese in compliance with your specifications was set forth in the 
announcement of the Secretary. 

Mr. Anperson. That was a decision made by the Secretary of Agri- 
culture because it was felt that that was the effective way to conduct 
the program. 

Mr. Fountain. But it was not a congressional decision. 

Mr. Anperson. No. The congressional decision was to require us 
to support the price of milk and butterfat by purchases of, or loans 
on, dairy products. We had no choice. Congress decided that that 
was the way to conduct the program. 

Mr. Reece. Mr. Chairman, in line with Mr. Holtzman’s line of in- 
quiry, I would assume that if Mr. Anderson and Mr. Shulman and 
Mr. Cooper and others who were immediately in charge of carrying 
out the policy under Da-100 and Da-112 had come to have serious 
doubts about whether these particular purchases did or did not aid 
in stabilizing prices and effectuating the purposes of the policy, then 
you would have recommended to the President of the Commodity 
Credit Corporation who in turn in conference would recommend to 
the Secretary that the policy be changed, that the order be changed 
and the policy be changed. I assume that is the way that effect would 
have been given to the situation if serious questions had arisen about 
the effectiveness of these purchases on controlling prices. 

Mr. Fountain. Are you gentlemen through ? 

Mr. Hourzsran. Yes. 

Mr. Fountarn. Now, Mr. Shulman, we have already gone into the 
October 13 opinion of the Solicitor, which I believe was prepared by 
you and signed by Mr. Farrington, that certain transactions are not 
authorized by law. In that opinion, and this is repetition of what 
has already been stated, it was said: 


We do not believe that the Secretary may make plant payments through the 
device of a “wash sale” operation under which Commodity Credit Corporation 
would purport to purchase dairy products and simultaneously sell them back to 
the processor at a price lower than the purchase price making a payment to 
the processor of the difference between the purported purchase and resale 
prices. The purchase and resale involved in such a transaction would not be a 
realistic purchase and sale of dairy products but would constitute a mere device 


for the purpose of accomplishing by indirection what could not be accomplished 
directly. 
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Mr. Sucttman. Would you read the next sentence, too, sir? 

Mr. Fountain. There is a conclusion in the opinion. I have it here. 
I am not going to ask you to elaborate as you have previously done 
on the opinion. The sentence was: 

By way of conclusion it is our opinion that the dairy provisions of the Agri- 
cultural Act of 1954, when considered in the light of their entire legislative 
history, does not authorize processor or plant payments as a method of price 
support. 

Mr. SuHutman. You are reading from the next paragraph. 

Mr. Founrarn. Yes. Now there is no question but what your offer 
to buy was a purport to purchase ? 

Mr. Suutman. Our offer to buy was a valid offer to buy; yes, sir. 
Mr. Fountarn. Yes; it was a purport to purchase. 

Mr. Suutman. We did not purport to purchase; we were offering 
to purchase. 

Mr. Founrarn. What is the difference? 

Mr. Suutman. I think purport indicates motive; here we were 
actually making an offer to purchase. 

Mr. Fountrarn. Well your opinion says “and simultaneously sell 
them back,” I assume that you are treating the words “purport” and 
“sell” almost synonymously there. You did agree to simultaneously 
sell them back to the processor ? 

Mr. SHutmMan. That is correct, sir. 

Mr. Founratn. And you agreed to sell them back at a lower price 
than the purchase price? 

Mr. SuutmMan. That is correct, sir. 

Mr. Fountatn. And you agreed to pay to the processor the differ- 
ence between the purported purchase and the resale price ? 

Mr. SuurMan. We agreed to make a payment to the processor of 
the difference between the actual sales price and the repurchase price. 
Mr. Founrarn. You say it was an actual sale, but you agreed to 
make up the difference between those two figures. Now, I want to 
ask you if that was not accomplishing by indirection what could not 
be accomplished under Da—100? 

Mr. Suutman. I want to say as emphatically as I can that what 
was done under Da-100 and Da-112 did not violate any provision 
of the act. 

Mr. Founratn. You did by Da-112 what you could not have done 
by Da-100. 

Mr. Suciman. Well, Da—100 was not even addressed to this situa- 
tion. Under Da—100 we could have bought it and entered into a trans- 
action to immediately sell it back. 

Mr. Fountarn. Well, you could not have made these payments with- 
out delivery of the cheese. 

Mr. Suutman. Of course we could. Under Da-100 we could have 
bought the cheese and immediately sold it back. 

Mr. Fountarn. But you could not make the transaction without 
separate checks to do it. 

Mr. Suutman. Well, obviously Da-100 dealt with only the pur- 
chase; Da—112 dealt with both the purchase and resale. It has been 
stated frequently that that was the practical way to buy and sell cheese 
under the circumstances that existed in March. We were saving trans- 
portation costs; we were saving repackaging costs. 
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—_ Fountain. But you could not have made direct payments under 
a—100. 

Mr. Suutman. We could not have used processor payments as a 
method of price support. We were required by law to put our transac- 
tion in the form of a purchase and sale. 

Mr. Fountain. So, then you say you were not doing indirectly what 
you could not do directly ? 

Mr. SuHutman. I would say Da-112 did not accomplish by indirec- 
tion what could not be accomplished directly because Da-112 consti- 
aes valid use of our right to purchase and a valid use of our right 
to sell. 

Mr. Founratn. Now, at no place in your opinion of October 13 in 
describing the payment method do you state that the Commodity 
Credit Corporation must purchase all dairy products, do you? 

Mr. Suutman. No, but in the whole proposal to which that opinion 
was addressed there was involved a program that would have 
amounted to a consumer subsidy program. The program that was 
thought of and the program that prompted the request for that opin- 
ion was a program which would have allowed all dairy products to be 
sold on the market at whatever price it took to move them into con- 
sumption, making up the difference to the producer through a pay- 
ment that he received through his processor of an amount equal to the 
difference between the market price and the support price. 

Mr. Hotrzman. Mr. Chairman, on that point, in essence then you 
are saying that you were proscribed under the law from subsidizing or 
making a payment to the consumer but were not proscribed from mak- 
ing a payment to Giant Food Store? 

Mr. Suutman. No. I am saying that we could through a purchase 
and resale program purchase and resell to the processor so long as we 
were not reselling at a price which at the time of sale was less than 
the support price in effect at the time of sale. 

Mr. Fountain. Right at this point, Mr. Shulman 

Mr. Suutman. And not 1 pound of this cheese was sold, as has been 
stated frequently, below the support price in effect at the time the 
cheese was sold back. It was all al, at 2 cents above the support 

rice. 
? Mr. Fountain. Well, I wonder if you could briefly in summarized 
form give us your opinion as to why Da-112 was issued ? 

Mr. SuHuutman. I think it was issued because the price of milk and 
butterfat was undergoing a sharp decline, and I think it was issued 
as a means to fulfill the Secretary’s obligation to support the price 
of milk and butterfat and dairy products during the period ending 
March 30, 1954, at 90 percent of parity. I think the purchase and 
resale transaction was used because that was the most economical 
and most efficient way of buying the cheese and getting it back into 
consumption at a level above the support price in effect at the time 
it was resold. I think the conduct of the program in that manner 
was determined upon because it was felt that that would increase 
the utilization of cheese and decrease the burden of the Government 
in the next marketing year of having to move into its inventories and 
retain there additional large quantities of cheese and other dairy 
products. 

Mr. Fountarn. You heard Mr. Anderson’s testimony at the first 
hearing as to why Da-112 was issued, did you not? 
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Mr. Suutman. I was here, but I do not recall what particular testi- 
mony you are referring to. 

Mr. Navcuton. Mr. Shulman, you have just stated that none of 
this cheese was sold at a price below the support level then in effect. 
Now all of these Da-112 transactions had to be accepted by CCC by 
March 31, did they not? 

Mr. Sautman. That is correct, sir. 

Mr. Naventon. So, in effect, when you agreed in March to sell 
cheese at 3434 cents while the market price was 37 cents, weren’t you 
agreeing to sell cheese below the support price? 

Mr. SuHutman. Not one pound of cheese was sold until the begin- 
ning of the new marketing year. 

Mr. Navueuton. Well, let me ask you this question, then. Did Da- 
112 authorize you to purchase cheese at a price above the support 

rice 

7 Mr. Suvutman. Mr. Naughton, if we had sold the milk back into 
the market during the marketing year ending March 30, 1954, at a 
price below the support level, then in effect the point you are attempt- 
ing to make would be valid. That, sir, was not done here. These 
people were permitted to buy back their cheese at the same price any- 
one could buy cheese from the Commodity Credit Corporation during 
the marketing year beginning April 1, 1954. They could buy cheese 
stored by CCC is warehouses; under Da-112 they simply bought 
cheese stored in their plant. 

Mr. Naventon. You are saying in other words that you just agreed 
to sell that cheese in March and the important thing was the time 
when the title actually passed ? 

Mr. SuutmMan. Indeed it was; it was extremely important thing. 
As you know as a lawyer, there is an important distinction between 
a contract to sell and an actual sale. 

Mr. Naueurton. I think it is very important. So that you were 
not authorized then to sell cheese in March at the April support price 
or below the March support price? 

Mr. Suvutman. By law, sir, we were authorized to sell cheese at 
any price. 

Mr. Naveuton. But if you had done it it would have been illegal ? 

Mr. SHutmMan. If we had set out in March to return cheese to the 
market at the price it took to move all cheese being produced in the 
market, then there certainly would have been a valid question as to 
whether we were not proceeding improperly, and that would be true 
whether we did it through a purchase and resale transaction or did 
it without a purchase or resale transaction. 

Mr. Navueuton. Now, Mr. Shulman, you are not authorized in any 
marketing year to buy cheese above the support level, are you? 

Mr. Suutman. Well we are authorized to support the price. We 
are authorized to buy the cheese at a price which will reflect the sup- 
port level. 

Mr. Naveuton. But you want to treat everyone the same without 
eee and not pay one seller more than you are paying the 
others ¢ 

Mr. Suutman. I think that is substantially correct. 

Mr. Naueuton. Now Da-112 provided that the title to cheese 
would not pass until the cheese was graded and inspected. Some 
cheese was graded in April and, therciore, the title did not pass to 
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CCC until April but you paid these people 37 cents a pound for that 
cheese. Now, how could you do that in April when the support price 
vas 8214 cents? 

Mr. Suvutman. Well what we were paying them in April was a 
price which reflected the support level that we were required to carry 
out during the marketing year ending March 3v. 

Mr. Navueuron. But that marketing year had already ended. 

Mr. Suutman. Of course it had ended, but what we were doing 
was making a payment to them that reflected the support level during 
that year. 

Mr. Naventon. Well you have just stated that you are not author- 
ized to buy in one year at the support level of a previous year. 

Mr. Suutman. I said that our obligation was to conduct a program 
that supported the on of milk and butterfat to the farmer, that we 
had to do that exclusively through the purchase of dairy products. 
The milk and butterfat that went into that cheese was produced prior 
to April 1, as was the cheese, and the only way you could reflect a 
support price at percent of parity was through the sort of trans- 
action that we conducted. 

Mr. Naveuton. Mr. Shulman, you have just stated that the title 
of this cheese did not pass until April? 

Mr. Suutman. That is correct. 

Mr. Hourzman. And you said the title was supported at the pre- 
vious year’s level. 

Mr. Suutman. That was true of all dairy products sold at the end 
of the marketing year. 

Mr. Naventon. What was true? 

Mr. SuHutman. Well, that we did not actually get title to it. 

Mr. Naventon. I beg your pardon. In Da-100 there was nothing 
that specified that title did not pass until the cheese was graded. 
That was a conditional sale. 

Mr. Anperson. Mr. Chairman, if I can help you, the object there 
was to try to permit all milk sold and produced in the latter half 
of March to get the price support. Now I assume under any an- 
nouncement we accept offers up until the close of business for the 
day. Our office has 7 days within which to issue delivery instruc- 
tions. The contract under most of these, as I recall it, has 7 days 
within which to ship the cheese. 

Let’s just take a specific case. The last day for which I have 
record we bought a million pounds of butter—it was 2 or 3 days ago. 
Our office has 7 days, as I recall it, within which to issue instructions 
to deliver; the contractor has 7 days to make delivery. There could 
be some cheese that we bought under Da-100 on the last day of March 
on which all the steps were not completed until sometime in April. 

Now there are very interesting points that I must examine in the 
conduct of our program in the future, but in that particular case is 
there any distinction between the two—Da-100 and Da-112—maybe 
there is? 

Mr. Naveuton. There is quite an important distinction, as Mr. 
Shulman has stated. Title is very important. In a conditional sale, 
title passes to the buyer subject to later being revested in the seller 
if certain conditions are not met. On the other hand, if you have a 
condition precedent, title does not pass until the condition has been 
performed. 
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Mr. Anverson. It did not pass under Da—100 until the time the 
various provisions of the contract had been fulfilled, I assume. 

Mr. Navuauron. I beg to differ with you there. Under Da—100 
the offerer was allowed to pass title to the CCC at the time CCC ae- 
cepted that cheese, subject to the title later going back if the cheese 
did not meet grading regulations. 

Mr. AnvERson. That was exactly true under Da-112. If the cheese 
did not meet grading regulations the cheese was rejec ted to the offerer. 
The cheese had to “meet grading regulations under both cases, the 
difference being, and the significant “difference from the standpoint 
of supporting the price of milk to the farmer, that under Da—100 we 
insisted that the cheese be graded before it could be offered and the 
cheese had to be 10 days old before it was graded. Now in the other 
case under Da—112 the cheese could be offered before it was graded 
but, of course, we could not have a final settlement until we were 
sure it was graded, and I hope, sir, we were sure in every case and it 
passed inspection. 

Well, pardon me, I should not get into these legal matters. 

Mr. Fountarn. In line with the question Mr. Naughton asked, 
assuming for purposes of argument that there was a purchase, if the 
purchase was not consummated and the title did not pass until after 
April, you were paying the 90-percent support price for cheese which 
you bought after the price had gone down to 75 percent of parity. 

Mr. Anverson. But the important thing is that we were paying for 
cheese that was produced during the previous marketing year 

Mr. Fountain. That may me right, but even if there was a pur- 
chase the purchase was consummated after the parity price support 
had gone down to 75 percent. 

Mr. Anperson. I want to say as a matter of policy we were trying 
to implement a situation where the farmer who produced milk on 
the 31st of March could get the equivalent of 37 cents if there was 
any legal way for us to do it. That is what we were trying to do. 

Mr. Reece. Mr. Chairman, is it being indicated that the Depart- 
ment should not have purchased cheese during the remainder of the 
marketing year of 1953; that is, during March of 1954% Heretofore 
that had not occurred to me, that they were not expected to have pur- 
chased cheese to support the price during March. Is it now indicated 
that they probably should not have? 

Mr. Navucuron. There is no contention that they should not have 
purchased cheese in March. What I am trying to find out is why they 
thought they were justified in buying cheese from Giant and some 
other people i in April at the March price when they were not offering 
that price to everyone else. 

Mr. ANDERSON. We were offering it to everyone who had cheese on 
hand that was made from milk that the farmer produced during 
March of 1954. We were offering it to everyone. 

Mr. Naucuton. However, under Da-100 title passed in March; 
under Da-112 it did not. 

Mr. Anverson. I do not quite see, sir, how title on cheese offered 
to us in late March could have passed in March even if the cheese 
was offered to us under Da-100. How did we accomplish all of this 
necessary paperwork?! ‘Take, for example, one of the cases received 
in our Minneapolis office at 4:31 p. m., and the close of business was 
4:30p.m. But the telegraph company admitted they made a mistake 
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and we were forced after some argument to buy that cheese. The 
acceptance was actually filed, I thought, illegally and I ordered the 
cheese to be rejected. I was overruled because we were told that the 
telegraph company had made a mistake. 

Mr. Fountain. That was an exceptional situation. 

Mr. Anverson. Well, that particular case was, but all I am saying 
was that cheese was being offered to us right up to the close of business 
and our people worked all that night. Maybe that title did pass at 
4:30. 

Mr. Founratn. Except in those exceptional situations, in one of 
which you say you were overruled, you did not actually accept any 
cheese at the 37-cent price under Da-100 after March 31? 

Mr. Anpverson. The order to our office was to stop accepting offers 
for any cheese under either order at the close of business March 31. 
I could tell you some fantastic stories about what some of these con- 
tractors did to get under the wire—that is completely irrelevant, but it 
just comes to me. 

Mr. Reece. Will you permit an observation here? Would or would 
not, and possibly Mr. Shulman or Mr. Cooper should answer it, the 
case to which you refer in which the offer came in at 4:31, 1 minute 
after the deadline, and which you undertook to reject and which you 
were required by law to accept, have some bearing on the question 
that 

Mr. Horrzman. No. 

Mr. Fountarn. No. I think Mr. Naughton’s questions were 
prompted because of Da-112. It is another point indicating the lack 
of authorization for Da—112. Isn’t that right? 

Mr. Naveuton. That is right. 

Mr. Reece. Well now, you have brought up a question there that has 
been bothering me—has not been bothering me but which has occurred 
to me. I believe you raised the question of the authority to issue 
DA-112. 

Mr. Fountarn. Yes. 

Mr. Reece. I guess that tips me off to the answer of the question 
that has been in my mind. I have been wondering what this whole 
hearing was about and I have not been able to reach a conclusion— 
I do not mean the whole hearing but these last few sessions—and I 
was just about to raise the question 

Mr. Hourzman. As to what the hearing was about ? 

Mr. Reece (continuing). For my own information, whether this 
hearing here the last 2 or 3 days was for the purpose of challenging 
the effectiveness of the support program with a view of maybe recom- 
mending a change in the price support program, and so this hearing 
now is with a view of considering whether there was a legal basis 
for the issuance of the order Da-112. 

Mr. Fountarn. I am delighted, Mr. Reece, that we have shed some 
light on the purpose of this hearing to you, but it seems to me that 
if the transactions were illegal naturally Da-112 would have been 
unauthorized, and if Da—112 was unauthorized any transactions pur- 
suant to it would have been unauthorized. 

Mr. Reece. I assume if we are talking about transactions under 
Da-112 we are also talking about Da-100 and its legality. I am 
wondering if there is not some way of getting at the basis for Da—112 
so that we could determine the legality of that order a little more 
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direct than what we are doing here? The reason I am raising that 
question is we are getting down pretty close to the closing days of the 
session when there is a tremendous pressure on everybody, all of 
the members, which is making it very dificult now to go forward with 
hearings that do not involve legislative matters that are yet to come 
up before this session, and I am very hopeful that we can get this 
matter concluded, if there is any way to do it. 

Mr. Fountain. I think if the members will cooperate and save 
their testimony and their legal arguments until we go into executive 
session later on and discuss this thing, I think we will have a solution. 

Mr. Reece. I have not taken up too much time. 

Mr. Fountarn. Well, I think all of us have. 

Mr. Reece. But I am ready to admit that I may be a little obtuse 
on a good many matters, but I have been here now pretty consistently 
for 2 or 3 days and this is the first time I found out what this pro- 
ceeding was all about. 

Mr. Horrzman. I am reminded, Mr. Chairman, of the classic ques- 
tion the mother asked, “Where have you been, Billy boy?” 

Mr. Reece. It had not occurred to me that you were challenging 
the authority to issue Da-112. I had thought that you were chal- 
jenging certain transactions that had been consummated under 

a—112. 

Mr. Fountain. We are doing both, Mr. Reece, and they are all part 
of the same picture. 

Mr. Reece. Well, I am glad to have the lights turned on. 

Mr. Fountatrn. I think part of the first day’s hearing which you may 
have missed would have made that a little clearer. 

Now, the maintenance of the price to the farmer was really accom- 
plished by a change in grading regulations, allowing cheese to be sold 
to CCC immediately and graded afterward rather than have to wait 
10 days and graded before it could be sold, wasn’t it ? 

Mr. Anperson. That was an important point—to maintain prices. 

Mr. Fountain. That was the primary thing so far as supporting the 
price was concerned. So that we may have it clear in the record, the 
change in grading regulations was an amendment to Da-100 and not 
a part of Da-112. Is that not true? 

Mr. Anperson. I do not remember whether we wrote it as an amend- 
ment to Da—100 or not. 

Mr. Fountain. Well, you would have had those changes in the grad- 
ing regulations whether you issued Da—112 or not? 

Mr. AnpEerRSON. We could have had. 

Mr. Coorer. There is that change also in Da-100. I think that the 
same applied to Da-112. 

Mr. Fountain. It probably did, but 

Mr. Cooper. It affected both contracts. 

Mr. Naveuton. It did not affect Da-112, did it, Mr. Cooper, be- 
cause Da-112 apeciSeally stated that all cheese had to be graded before 
CCC took title ? 

Mr. Coorrr. I meant the same requirements were changed. 

Mr. Naucuton. I think there was quite a difference. Under Da- 
100 cheese could be sold first and graded later and under Da-112 it 
could not. 

Mr. Anverson. The other way around. Under Da-100 the cheese 
should have been graded before being offered. 
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Mr. Naveuton. That was before this amendment ? 

Mr. Anverson. Either Da-112 or the amendment to Da-—100 made 
it possible to offer cheese before it was graded, but it had to be graded 
some time before the action was completed. 

Mr. Fountain. But when you amended Da—100, you gave them the 
same rights that you gave them in Da—112 even though it was a dif- 
ferent type of transaction. 

Mr. Hourzman. In Da-100 it would have remained just one trans- 
action ; Da—112 would have been the combination sale and repurchase. 
Is that correct ? 

Mr. Coorrer. Yes, but the deferment of inspection is what I am trying 
to say was common to both contracts, Da—100 and Da-112. 

Mr. Fountain. But even though the amendment to Da-100 and 
Da-112 were issued at the same time, the change in the grading regu- 
lations was in the amendment to Da-100 as distinguished from Da- 
112, and was separate and apart from Da-112? 

Mr. Cooper. That was brought about by the fact that Da-100 had 
the requirement that there must be inspection prior to the commodity 
being offered under the announcement to CCC for sale to CCC. 
Therefore we had to amend that specific language. 

Now, when we wrote Da-112, having different language before us, 
we adopted the same principle in Da-112 that when you made an 
offer to the CCC to sell cheese under Da—112, you need not have in- 
spection before making the offer. We said similarly as you now do 
under Da-100, as amended, you may do under Da-112. It will be 
inspected at a later date. 

Mr. Fountain. But even if you had not issued Da-112 those pro- 
visions would have been in Da-100 providing for inspection at a 
later date. ; 

Mr. Cooper. Yes. 

Mr. Anperson. There was an amendment to Da-100 that was 
issued in March 1954. 

Mr. Hourzman. In essence then Da-112 incorporated with Da-100 
as amended had with respect to grading and inspection requirements? 

Mr. Coover. Yes, sir. 

Mr. Fountain. So that, Mr. Anderson, there actually was no neces- 
sity to issue Da-112 to help to maintain the prices to farmers during 
March, was there? 

Mr. Anverson. Well, except what additional maintenance of 
price 

Mr. Founrarn. Incidentally 

Mr. Anperson. The effect of the change in grading requirements 
could have been consummated without the issuance of Da-112. 

Mr. Reece. Which was issued first, Da-112, or the amendment to 
Da-—100 which changed the grading requirements? 

Mr. Anprerson. They were both issued on March 9, 1954. 

Mr. Horrzman. They were both issued the same day, the amend- 
ment and DA-112. 

Mr. Anverson. They both carry the same date, March 9, 1954. The 
press release announcing it bears the date March 4, 1954, but the 
announcement Da-112 carriers the date March 9, 1954, and the amend- 
a to Da-99, Da-100, Da-101, and Da-102 carry the date March 

, 1954. 
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Mr. Founrarn. Now, after our first hearing on these transactions 
on June Ist, I asked the subcommittee staff to obtain additional infor- 
mation about the details of the transactions in which CCC had en- 
gaged pursuant to Da-112, and by means of a questionnaire, which 
was sent to Giant Foods and a number of others all over the country, 
we were able to obtain supplementary information from many of the 
individual concerns who participated in Da-112 transactions. In 
addition, Mr. Naughton, the subcommittee counsel, talked to officials 
of some of the concerns involved. Iam now going to ask Mr. Naughton 
to read into the record some of the pertinent information he was able 
to obtain about a number of these concerns. I think we will put the 
facts in the record about one transaction at a time and ask questions 
based on that transaction before proceeding to the next company. 

Now I believe the first transaction we will discuss is a payment to 
the National Biscuit Co. Mr. Naughton, will you give us the relevant 
facts that you were able to obtain about that transaction ? 

Mr. Navueuron. Yes, sir. 

The National Biscuit Co. sold to and repurchased from CCC 4,623,- 
722 pounds of cheese during March and April 1954. There were two 
payments from CCC—one payment of $81,203.76; and another pay- 
ment of $27,490.02 for a total of around $108,000. 

Part of this cheese was stored in the warehouse of the Chicago 
Cold Storage Warehouse Division, Beatrice Foods Co., Chicago, IIl., 
and the rest in the Seaboard Warehouse, Jersey City, N. J. 

It was purchased from the following firms: Swift & Co., Blue 
Moon Foods Co., Kraft Food Co., Armour & Co., Borden Cheese 
Co., DeKalb Creameries, Inc., and the McCadam Cheese Co. 

Part of this cheese was produced in 1952; the balance of it was pro- 
duced in 1953. 

Mr. Fountain. Did the National Biscuit Co. specify what part 
was in 1952 or 1953 or just a general statement ? 

Mr. Naveuron. I think about 347,000 pounds was produced in 
1952 and the remainder was produced from May to October of 1953. 

The National Biscuit Co. did not purchase manufacturing milk 
during January, February, or March 1954. 

They stated, in regard to the use which was made of this cheese, 
that the cheese was withdrawn from the warehouses as required 
during the following year for use by their bakeries in the manu- 
facture of those of their products in which cheese is an ingredient. 

In my conversations with officials of the National Biscuit Co. 
they informed me that it is their practice to buy substantial quan- 
tities of cheese which they select very carefully and to age that cheese 
until it is approximately 2 years old, at which time they use it in 
the manufacture of cheese crackers. The cheese involved in the 
transaction with CCC was cheese which had been stored by National 
Biscuit Co. for that purpose. : 

Mr. Anperson. This is a very interesting case. They are one 
of the firms that threatened to take action against us for not buy- 
ing a part of their cheese that did not meet specifications. I do not 
know whether you got into that discussion or not, but we did have 
quite a time with the National Biscuit Co. It was a case of whether 
our specifications were correct with respect to mold under paraffin, 
as I recall it. This was a very interesting case. 
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Mr. Fountarn. Did you turn them down on some of their cheese ? 

Mr. Anperson. Large quantities because it did not meet specifica- 
tions. We had many telephone conversations from them both direct 
and indirect through friends of theirs. 

Mr. Hottzman. You feel then that National Biscuit was disap- 
somges in getting a check for $108,000 for not lifting a finger? They 

elt they were being cheated ? 

Mr. Anverson. Well I understand—there were other quantities 
of cheese. 

Mr. Fountain. Will you tell us, Mr. Anderson, how that affected 
the price supports to the producer ? 

Mr. Anperson. In exactly the way that any other purchase would. 
I cannot distinguish, Mr. Fountain, between the effect that would 
have and the effect that a purchase from Kraft would have, the effect 
that a purchase from Borden would have. 

Now I can distinguish, of course, from the effect it would have if 
we could design a program where we could purchase directly from 
farmers. There certainly is slippage in any program that we have 
to buy more and more distant from farmers. 

This does raise the very interesting question—we have debated it 
every time one of these programs has come up from the time the first 
cheese program was announced in 1949. Each year after that we 
have debated the issue of whether it would be more advantageous to 
the farmer and give a greater effectiveness to price support if we 
would restrict the purchases to cheese produced during that marketing 
year. But as I mentioned the other day, in general the people we 
have talked to feel that the encouragement of these people to use aged 
cheese and to store cheese rather than depending on CCC to store 
it is of advantage to dairy farmers and to CCC. 

You see, what National Biscuit could have done, they could have 
sold this cheese to us in 1952 and they could have bought it back at 
8 cents over our price-support program at any time after that. We 
would have it in the CCC inventory rather than in National Biscuit 
inventory, and it was a matter or judgment with us whether it was 
to the advantage to the farmer, to the Government, and to everybody, 
to encourage National Biscuit to store rather than us. Now National 
Biscuit would have had some disadvantage, of course, if it had been 
stored by CCC. National Biscuit has a desire for a particular cure 
and they store it under different conditions than we do. Most of our 
cheese is stored at a maximum temperature, either 82 or 35 degrees— 
and we do not get exactly the same cure that National Biscuit does. 
This is an issue that we will reexamine, but the decision to permit 
the sale of the aged cheese to CCC was based on our decision that it 
was an advantage to the farmer and to the program in general to 
encourage these people to store their own cheese. Whether that 
decision was wise or not we will reexamine in the light of the evidence 
that has been introduced here, sir. 

Mr. Fountain. And that was a decision that was made in your 
original announcement that was referred to? 

Mr. Anperson. It was first made in 1949. It has been repeated 
7 or 8 times since then and it has been reexamined each time. It 
will be reexamined again. 
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Mr. Hourzman. Mr. Chairman, you keep referring to 1949, and 
I have yet to see or hear of any transaction with National Biscuit since 
1949. 
Mr. Anperson. I will try to supply that information. 
Mr. Horrzman. Now do you know as one of the top officials in 
the Department now of one single transaction with National Biscuit 
since 1949 or prior to Da-112? 
Mr. Anperson. Not to my own knowledge. That is right. 
Mr. Horrzman. So that, so far as you know now, except for Da-112, 
you have never bought cheese from National Biscuit Co. ? 
Mr. Anperson. I might place the exception on a somewhat different 
basis. This is the first time the price-support level has dropped. We 
will buy from many more people at a time when the price-support 
level drops from 37 cents to 32 cents than in the other years when it 
was going up. But I will be happy to supply you with those instances. 
As I recall the list of people that sell butter to us is something like 
160 people and one of the things that has always bothered me about 
it, maybe it should not, is as I recall that something like 50 or 60 
percent of the butter sold to CCC is from about 10 firms. 
Mr. HoirzmMan. You see, sir, what I am trying to develop here is I 
remember, and I have before me, a United Press report in which the 
Secretary of Agriculture, Mr. Benson, expressed a great deal of con- 
cern about windfalls, and so far as we have been able to ascertain an 
outfit like National Biscuit never got $108,000 by check for doing abso- 
lutely nothing until Da-112. Is that not so? 
Mr. Anverson. By check, that is right, but between the period 1951 
and 1952 when the price-support program was raised 5 cents a pound, 
National Biscuit got much more I assume than $100,000 without even 
having to fill out a form. Iam not critical of what was done between 
1951 and 1952—I think that was a desirous thing—the farmers deserved 
a higher price support, and I wish this committee or my experts could 
find some way to have avoided inventory gains w hen price support 
levels are increased that unnecessary—we could not for there is no 
way we were smart enough to think of. 
1 think, and I cannot prove it unless I had National Biscuit’s inven- 
tory, but from what the counsel has said I assume that National Biscuit 
had a large inventory in March 1952. I assume that that inventory was 
acquired on the basis of 31 cents. I assume further that that cheese was 
sold later at prices that would correspond to 36 cents a pound and 3814 
cents a pound. 
I admit, Mr. Holtzman, that the problem of inventory gain and of 
inventory "loss, and in this case it was an inventory loss to National 
Isiscuit, 1s the overall problem, is one of the most serious problems we 
have to face in connectoin with a purchase program. It does not come 
in connection with these others where we can deal directly with the 
farmer. We know the farmer gets it. 
If we could get the co-ops to handle all this they too would get the 
inventory gain, but I have not so far been able to accomplish it. 

Mr. Hortzman. Well now, you would not know, would you, whether 
National Biscuit dropped the price of their crackers at any time? 

Mr. Anpverson. Well I have to assume, sir, that in the competitive 
system of which I am so proud the costs do have some influence on the 
cost. Now if they do not, of course—— 
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Mr. Hourzman. I think we can assume, because we have assumed so 
much, that the price of cheese crackers did not go down. 

Now one other thing which distresses me 

Mr. Anperson. Then I will have to assume, of course, when the price 
of cheese did go up earlier the price of crackers did not go up, and I 
will have to withdraw my previous assumption. Of course, we can 
assume that when the prices of raw materials change there is no change 
in the finished products, but that did not happen recently in the steel 
industry when wages were increased. 

Mr. Fountain. Do you think National Biscuit Co. would have sold 
you that cheese under Da-100? 

Mr. Anverson. I would have thought so. 

Mr. Fountatn. They had not sold you any before. 

Mr. Anperson. The reason was that never had so sharp a decline 
taken place. When the price went up from 31 cents to 36 cents there 
was no advantage to them in selling at 31 cents and buying it back at 
38 cents. 

I am sure National Biscuit executives would never engage in that 
kind of an action. 

Mr. Reece. Mr. Chairman, I want to raise a question off the record. 

(Discussion off the record.) 

Mr. Fountain. We are back on the record. 

Mr. Houirzman. Did it concern the Department at all that when 
the price of cheese went up National Biscuit made money; when it 
went down they got a check for $108,000. We know that no matter 
how the price of cheese fluctuated National Biscuit made money and 
yet we have no way of proving any help to the farmer at all on this 
type of transaction. Was that not a cause for concern ? 

Mr. ANperson. We have been concerned about the spread between 
the price that farmers receive for their products and the price consum- 
ers pay. That has been a long and a continuing concern of the Depart- 
ment of Agriculture. It has been a continuing concern of the Depart- 
ment of Agriculture since 1947 when we, first under the Steagall 
amendment and under the Agricultural Act of 1948 and finally under 
this act, have had this type of problem to deal with. 

We have studied and are continuing to study whether or not there is 
some way that we can limit those who sell to us and make a more 
effective price support to farmers. That is a concern of us today; it 
was a concern in 1947; it will continue to be a concern. I am sure it is 
a concern of Congressman Fountain; I know it has been a concern 
of the Agricultural Committee since this started. 

Mr. Founrarn. Before Mr. Abernethy’s subcommittee ? 

Mr. Anperson. Yes, I agree with you it is a continuing concern. 
All I can say is that in our best judgment, the program is most 
effectively carrying out the offer to buy from anybody. Our judgment 
could be faulty—on that I agree with you. 

Mr. Houtrzman. Don’t you consider this payment to National Bis- 
cuit Co. a windfall? 

Mr. Anperson. No, sir. 

Mr. Fountain. Well now, do you think the Congress intended that 
you should pay this money to National Biscuit Co.? ye. 

Mr. Anpverson. Yes. Do you want an explanation why. This is 
a question, Mr. Fountain, that is at issue here between all of us. 
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As I explanned before, all I thought we were doing in Da-112 is 
doing what would have happened anyway. 

Mr. Fountain. That was the purpose of Da-112, to shortcut what 
in your opinion would have happened anyway ? 

Mr. Anperson. Yes; that was one of the purposes. 

Had DA-112 not been issued, I am convinced as I can be about 
what somebody else can do, that most of the 29 million pounds they 
offered would have been offered to our Cincinnati, our Minneapolis 
office, or Portland office. 

Mr. Hotrzman. How about National Biscuit and Giant Food 
Stores? Are you as sure of those? 

Mr. Anperson. If I may, sir, please, they would have had, I am 
reasonably sure, their executives in our office on the morning of April 
1 with a complete order and a certified check to buy back that part of 
the cheese that they did want to buy back. 

There would have been this one difference, and perhaps that dif- 
ference is significant. On April 1 when they wanted that cheese back, 
with their offer to buy they would have had to have had a certified 
check covering it. For Giant Food we finally got the check out on 
June 29. During that time Kraft would have had to finance the 
purchase problem. 

Now one of the things that concerns me, Mr. Holtzman, and inclined 
me toward issuing Da—112, was there are a lot of small people. There 
were small people who perhaps did not have all this finance. For 
some of these small ones, sales, were facilitated by Da-112. I think 
that is right. There would have been some of these smaller people, 
and I do not call National Biscuit small and maybe we should not refer 
to Giant as small. 

Mr. Hourzman. The fact is that prior to Da—112 we do not know 
of a single instance where a retail food store, someone so far removed 
from the producer, made a transaction of this type with the Gov- 
ernment, received a check, never moved a pound of cheese, sat back 
and actually made money on their inventory. Is that not so? 

Mr. Anperson. No; they lost on their inventory, sir, and that never 

happened before as a result of the price-support program. Whether it 
happened or not I will try to supply the names of those who sold to 
CCC prior to March 1954. Why would National Biscuit sell and buy 
back—why would they sell to us at 31 cents and buy back at 38 cents? 
This is a new circumstance. This grew not out of Da-112, sir; 
it grew out of the fact that the price-support level was dropped from 
90 to 75 percent of parity. This grew out of the fact that we had a 
sharp drop in purchase price and every businessman is going to do 
everything he possibly can to protect himself, and they would have 
sold it to us. 
I think Kraft would have done exactly the same thing under Da-100 
as they did under Da-112. The Giant Food Stores, I assume, is a 
sizable account and I think Kraft would have done everything possible 
to remain in good relationship with their customer. — 

Now you recognize, as well as I do, I am talking about what I think 
would have happened—I have, sir, no way of absolutely knowing. 

Mr. Fountatn. Do you think National Biscuit Co. would have pack- 
aged all of that cheese and sold it to you under Da~-112 because the 
support price was dropping 4 cents? 
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Mr. Anpverson. Oh, yes. They would have bought it back and it 
would have cost them money because they would have had to stand 
the cost of packaging. As we mentioned in the press release, we saw 
no advantage to anyone in forcing them into those costs. 

Mr. Fountrarn, Was the Goverment saved any money on that Na- 
tional Biscuit Co. transaction 

Mr. Anperson. Well, I have finally figured out a way that the same 
thing could have been done under Da-100. CCC could have saved the 
costs of shipping and storage. 

As I say, Mr. Naughton, we can take 7 days to issue shipping in- 
structions. Under normal operations that cheese that anybody offers 
stays in their warehouse for 12 to 14 days. One of the arguments we 
have in the industry is that we squeeze every last cent out of them by 
failing to issue delivery instructions for the full 7 days. Under that 
heavy load that we had then in late March the delivery instructions 
could not have possibly been issued in less than 7 days. The vendor 
has another 7 days in which to make delivery. Withia those 14 days 
he could have bought the cheese back. I realize now we could have 
accomplished the same savings and we could have saved issuing that 
part of DA-112. 

Mr. Foun7A1n. Well a good portion of this cheese was produced in 
1952—I believe over 300,000 pounds, and some in 1953. That cheese 
consequently had a greater value, did it not, than it would normally 
have had it just been produced ? 

Mr. Anperson. Well, sure. But they still could have sold it and 
bought it back. One question that has come up is that they could not 
get their cheese back. There was no need for such a fear so far as 


the larger organizations were concerned. When they offered it to us 
they were the only ones in the trade that knew the location of that 
cheese, knew where it was. On Ape 1 they could have been there 


with a certified check and bought that cheese right back. The small 
concern does not have the staff to do this. 

Mr. Fountain. Well you did not have to sell it back to them? 

Mr. AnpERSON. We did not have to, but, as I mentioned, on Janu- 
ary 1, 1950, after some arguments about adopting a policy, CCC 
adopted a policy and has continued it—of offering it back at 2 cents 
over our current purchase price. I have to agree with you, Mr. Foun- 
tain, that if we stopped that policy and adopted a different policy that 
said whenever cheese gets into inventory never let it get back to the 
market, the price to both the consumer and producer would, at times, 
go higher. But we have followed a policy that tends to stabilize the 
price of cheese between the current support price and 2 cents above 
that, whatever the price gets, at least 2 cents above it is available for 
sale to consumers. 

Just as a matter of interest, these charts and these other data were 
prepared. You see [demonstrating] the solid line on that chart is the 
price-support level. The other is the market price. Now in periods 
like this (market price above support), of course, if we have any 
cheese in inventory it is bought back. In recent years the lines have 
gone together. 

Mr. Fountain. The straight lines are announced purchase prices 
under the price-support program ? 

Mr. Anprrson. And this is the market price, you see. Now that, 
sir, may be a wise or an unwise policy. 
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Mr. Founrarn. Mr. Naughton I believe has some questions. 

Mr. Navueuton. Mr, Anderson, there was nothing to prevent you 
from, for example, keeping the sales price of cheese at 37 cents for 
April, May, and June, was there? 

Mr. Anverson. At 39 cents or 37 cents—nothing at all. 

Mr. Naveuton. At such a level that would make it impossible for 
these people to make a profit by selling this cheese and repurchas- 
ing it? 

{r. ANpErson. They would have simply sold it to us. They made 
the profit on selling to us—not in buying it back. They would have 
sold it to us. 

That is just the argument. One reason is that we wanted to be sure 
that these kinds of cheese were in the market during April. We could 
have not sold it back, but it was my opinion that we had to buy it. 
There is one thing we have to do, Mr. Naughton, if we are going to 
continue a purchase program. We are going to have to establish that 
we have no way out of this obligation to buy. If the program is going 
to be effective and based on this present method, we are going to have 
to establish firmly in the minds of the people we specify—now we do 
not have to specify everybody, we can limit that—that this obligation 
is carried out. 

Now, whether National Biscuit would have sold us all of this cheese 
under those circumstances, of course I do not know, but you are right. 
We could have refused. 

Mr. Naucuton. Now the National Biscuit Co. informed me that 
the cheese they had was very carefully selected and I was very im- 
pressed by their description of the high quality of their cheese—— 

Mr. AnpERsoN. We were too, especially with that that we refused 
to buy. 

Mr. Navcuron. However, what do you estimate was the market 
value of that cheese which had been carefully aged and carefully se- 
lected and was to be used in a special product? 

Mr. Anpverson. The price support level was 37 cents. It was prob- 
ably 10 cents over it. 

Mr. Navcuron. So that the cheese was actually worth then at least 
40 cents. 

Now, there is no possibility in the world that the National Biscuit 
Co. would have sold you cheese worth 40 cents for 37 cents if they had 
not known they could buy it back cheaper ? 

Mr. Anperson. That is right. We could have adopted another 
policy, and we considered it seriously. We could change this long- 
established policy and say we were not going to sell any cheese during 
April, May, and June, and then sometime we would start selling at 
34, cents. 

Mr. Navucuron. Well, you could keep on selling at 37 cents until 
you thought there was no chance—— 

Mr. Fountain. Have you ever offered any of this cheese on the 
world market at competitive prices? 

Mr. Anverson. We have offered it for sale at, I think, the price of 
2514 cents. Some time ago we made an estimate of what the world 
market prices were and we offered all our cheese at that price. 

Now there are many problems connected with that. I could give 
you some examples with reference to butter. Every pound of our 
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cheese is available to any person who has an office in the United States 
at, I think, 2514 cents. The only requirement is that they export it. 

Mr. Navauton. Along that line, Mr. Anderson, the majority of this 
cheese apparently was cheese that had been aged for a year or more, 
such as the cheese that Stouffers’ restaurants had, for example. Some 
of the cheese involved in Da-112 was actually worth quite a bit more 
than 37 cents; wasn’t it ? 

Mr. Anpverson. That is correct. 

Mr. Naveuton. So, if the owners had not known they could get it 
back they never would have sold it to you? 

Mr. Anverson. That is correct. 

Mr. Fountatn. Especially those who sold the 10-pound packages. 

Mr. Anverson. Well any of it. That is correct. 

Mr. Houirzman. So that we can say now that in the absence of 
Da-112 you would not have gotten a lot of this cheese. Is that not so? 

Mr. Anverson. Da-112 had nothing to do with this, sir. The thing 
that had to do with it was the long-established policy of selling back 
at 2 cents over. Da-112 was simply an instrument for facilitating 
what we thought would have happened anyway. 

I agree with Mr. Naughton completely. Had we announced on 
March 1 that we would not sell any cheese back—never—had we an- 
nounced that we will sell it back, say, on the 1st of July, that would 
have thrown another problem to the executives of cheese companies. 
They would have had to decide how much of this can we sell and stay 
in business and wait until July 1 to buy it back? It would have been 
better, we thought, to have them retain the amount of cheese they had 
to put in these crackers during April, May, and June. 

Now, of course, Mr. Naughton, here is a very interesting question : 
Should we deal frankly with everybody or should we try to keep them 
guessing? So far we have had a very firm policy. Everybody knew 
what it was. And one of the reasons for putting out the April price 
announcement was that people were arguing that under the circum- 
stances of such a sharp price drop we should change our policy and for 
a period sell at the new purchase price. We did not. We continued 
the —- One of the problems is to try to keep things so everybody 
knows what CCC policies are. 

Again, I do not want to say that our policy was necessarily correct. 
It may not have been. 

Mr. Naveuton. During March you bought 95 million pounds of 
cheese under DA-100; isn’t that right 

= Anperson. I cannot remember offhand. That sounds reason- 
able. 

Mr. Naueuton. Which the Department, of course, took delivery on 
and retained ? 

Mr. Anperson. Yes. 

Mr. Navueuton. Now the total production of Cheddar cheese in 
March was 91 million pounds; was it not ¢ 

Mr. Anperson. I have supplied you with all of those figures. 

Mr. Naucuton. You do not question that ? 

Mr. Anverson. I do not question the figures we sent you; no, sir. 

Mr. Naueuron. So that apparently you bought under Da-100 more 
cheese in March than was manufactured in March. Now, would you 
not say it appears from that that the people in the cheese business 
simply sold you all of the cheese they wanted to get rid of under 
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Da-100 and then collected a windfall on their inventories under Da-— 
112 on the cheese they would not have sold you ? 

Mr. ANDERSON. No, sir. 

Mr. Founrarn. Mr. Ander son, at our first hearing I believe you gave 
several reasons—there in particular—why Da-112 was issued. On 
pages 24 and 25 of our record you testified generally and then you said 
the. 3 reasons were: 

To keep the pipe lines full in order to at least lessen to some minor degree 
sales to the Commodity Credit Corporation; to save the cost to the Commodity 
Credit Corporation of physically moving the cheese into warehouses and then 
having to trade it back; and third, to save some cost to the industry. 

Do you still say they are the three major reasons for Da-—112? 

Mr. ANDERSON. What was the first one? 

Mr. Fountain. Well, I will read your statement. I asked you: 


What was the reason—I think you have touched upon it briefly—for begin- 
ning this purchase-resale program? 


Your answer: 


Well, we have always since 1949 had a purchase program for cheese and, as 
I stated before, we have always offered the cheese back for sale. Had Da-113 
never been issued, the same people who sold us cheese in March at 37 cents a 
pound could have sold us cheese in March at 37 cents a pound and those same 
people could have bought it back from us in April. The only reason that I 
recall for issuing Da—112 was to facilitate this in cases where the people knew 
they wanted to do it and save some cost to the Commodity Credit Corporation by 
avoiding the necessity of moving the cheese. We hoped that by these modifica- 
tions we would encourage the industry to keep the pipe lines filled and sell 
more cheese and, therefore, reduce the eventual Commodity Credit Corporation 
purchases. And finally, to save what seemed to us an unnecessary cost to the 
industry in cases where they had cheese that met Commodity Credit Corporation 
specifications with respect to everything except packaging, in not forcing them 
to repackage that cheese in order to sell it to us. 


Then you give the three reasons which you summarized. 

Now, 1n some other places in your testimony you have testified that 
you felt that the farmer got some benefit from it, but all through the 
hearing in your testimony which was repeated in different ways as 
a result of questions from various members of the committee, you have 


given those as the major reasons. Is that still true? 


Mr. Anperson. Well, apparently I made no reference to the change 
in grading. If that could be considered as an amendment to Da-100, 
which was possible, I would say those are the major reasons. 

Mr. Fountarn. Did you make any investigation, or did you think 
any investigation was necessary, before issuing Da-112 to find out 
about how much cheese you might have to buy under this purchase- 
resale transaction ? 

Mr. ANDERSON. Well, no; because we assumed that it would be 
essentially the same. I assumed that the total quantity in March 
under the two contracts would be essentially the same as the total 
would have been if Da-112 had not been issued. We had no idea 
how much that would be. 

Mr. Fountar1n. Well, were you surprised at the amount you had to 
buy or were you not surprised ? 

Mr. Anperson. I was surprised at the amount of cheese that was 
offered to us in March. 

Mr. Fountain. Under Da-112? 

Mr. Anperson. No; under the total. 
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Mr. Founrarn. What about under Da-112? Were you surprised 
at the amount under that program ? 

Mr. Anperson. No; not especially 

Mr. Hourzman. Were you surprised at the customers you were 
dealing with under Da-112? 

Mr. Anverson. No. 

Mr. Hortrzman. Good. 

Mr. Fountain. Now on pages 46 and 49 of the record we have some 
figures indicating the quantity of cheese that was purchased from 
CCC under Da-112 that was not graded until April 1 or after, and 
how much was turned down. We asked about that, and I believe you 
said the information would be submitted to the committee. 

Mr. Naveuton. It has been submitted, Mr. Chairman. 

Mr. Fountrarn. And it is true that the most of this cheese that was 
purchased under Da-112 passed back and forth instantaneously upon 
the grading of the cheese ? 

Mr. Anperson. Well there were 2 conditions, 2 circumstances I 
remember, but most of it was graded after April. 

Mr. Naveuton. About 50 million pounds were graded in April. 

Mr. Anperson. Well there would be 30 million that would pass 
under the 1 circumstance and 50 million under the other. 

Mr. Houtrzman. Mr. Chairman, this was a rather quick transaction 
from every viewpoint. If I may at this point read from a letter we 
have from Milkhouse Cheese Corp. It was a rather small transac- 
tion, but the speed is most amazing. 

They received their information of announcement Da-112 from 
the National Cheese Association on March 27. They sold cheese on 
March 31; bought it back on April 1 and got a check on April 2. It 
may not be a windfall, but it sure went as fast as the wind. 

Mr. Anperson. That is a compliment to our fiscal officers, sir. 

Mr. Horrzman. I intended it to be so. If we are going to give 
away money, let us do it quickly and with a full heart. 

Mr. ANDERSON. We were not giving away money, but one of the 
common complaints we have is that we are very slow. One of the 
reasons that cheese factories and creameries cannot sell to us and sell 
to the assemblers is that we do not pay fast enough. 

Mr. Fountarn. We stand adjourned. 

(Whereupon, at 12:30 p. m., the committee adjourned, to recon- 
vene at 9:30 a. m., Thursday, July 21, 1955, in room 1537, House 
Office Building.) 





The 
for m 
throu 
provic 

§ 61 
els of 
1953, 
milk ¢ 
for bu 













nn 


n 
yn 


It 
ve 
he 


he 
ell 


ise 





PURCHASE RESALE TRANSACTIONS OF THE 
COMMODITY CREDIT CORPORATION 


THURSDAY, JULY 21, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 1301, 
New House Office Building, Hon. L. H. Fountain (chairman of the 
subcommittee) presiding. 

Present: Messrs. Fountain, Holtzman, Knox, and Reece. 

Also present: James R. Naughton, counsel to the subcommittee. 

Mr. Founratn. The subcommittee will come to order. 

I wonder, Mr. Anderson, if you will loan us that announcement 
just temporarily. We will identify it in the record, and then we 
will get one. 

Without objection, an announcement dated Tuesday, April 7, en- 
titled “Title 6, Agricultural Credit, Chapter 4, Production and Mar- 
keting Administration and Commodity Credit Corporation, Depart- 
ment of Agriculture, subchapter (c), Loans, Purchases, and Other 
Operations, Part 610 Dairy Products, Support Milk and Butterfat 
Price Support Program,” which was published in the Federal Register 
on Tuesday, April 7, 1953, 18 Federal Reports 1912, is inserted in the 
record. 

(The announcement referred to is as follows:) 


[Federal Register, Tuesday, April 7, 1953 
TITLE 6—AGRICULTURAL CREDIT 


CHAPTER 1V—Propuctrion AND MARKETING ADMINISTRATION AND Com- 
MODITY CREDIT CoRPORATION, DEPARTMENT OF AGRICULTURE 


SUBCHAPTER C—LOANS, PURCHASES, AND OTHER OPERATIONS 
Part 610—DalIry Propvucts 
SUBPART—MILK AND BUTTERFAT PRICE SUPPORT PROGRAM 


The U. S. Department of Agriculture has announced a price support program 
for milk and butterfat for the marketing year April 1953 through March 1954, 
through purchases by Commodity Credit Corporation (CCC) of dairy products as 
provided herein. 

§ 610.140 Price support program for milk and butterfat. (a) The general lev- 
els of prices to producers for milk and butterfat will be supported from April 1, 
1958, through March 31, 1954, at $3.74 per hundredweight for manufacturing 
milk at 3.95 percent butterfat (yearly average test) and 67.3 cents per pound 
for butterfat. 
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(b) Price support of milk and butterfat will be through purchases by CCC of 
butter, nonfat dry milk solids, and cheddar cheese offered by manufacturers and 
handlers, subject to the terms and conditions of purchase announcements is- 
sued by the Dairy Branch, Production and Marketing Administration, United 
States Department of Agriculture, Washington 25, D. C. CCC will consider 
offers for such products at the following prices: 



























Commodity Description Market location Unit Price 
ieneichigmaiailadl _ Cb aceite whiney ia dapaiaiaieadl calamces 
LS Se eee cee | U. S. Grade A or c bigher ae Chicago-......... _| Pound... $0. 6578 

a oa ad | do ei ; New York_____- do_.. . 6650 
Do. : REY do.. Diba tiki teak tie San Francisco-.-_-- $45.>. . 6675 
aera Bia do_.. ——— eet" pea . 6675 
Wiig rgkche teas tte | U.S. Grade B- SA ee 5 oc. pees: . 6375 
DS dae pclicess MDs cctsds dcaehot Deets New York.......-|...do---- . 6450 
DO x do wnkins cccasnn ang hcksl eee dkse es hace eae San Francisco... -.-..}...do-.--_- . 6475 
Do So = Neiatiactna hAbaaiechied | Seattle. ee | 6475 
Cheddar cheese__-.------ , U.S. Grade A or higher stand- | United States._...|...do.......|  .3700 
ard moisture basis. | 
Nontht dry milk sotids.......1 Gorey Breeeee. ooo cs cnk os hat BO cides ns nnn|en.G0..-...-) «1000 
ee eS ee SNE SND... cacenkcadpaudecux<tnauee Getisadecaxccs Soe Saat . 1400 





Offers to sell butter at any point other than the four markets designated in this 
paragraph will be considered at the price set forth in this paragraph for the 
designated market named by the seller, less 80 percent of the lowest published 
domestic railroad carlot freight rate per pound gross weight from such point to 


such designated market. 
(c) The butter shall be salted creamery butter of U. S. Grade B or higher, 


solid-packed in commercial containers. The nonfat dry milk solids shall be U. S. 
Extra Grade (except that maximum moisture content shall ae 3% percent), 
packed in export containers. The Cheddar cheese shall be U. 8. Grade A or 
higher, packed in commercial domestic containers. 

(d) The products purchased shall be produced and located in the continental 
United States. Purchases will be made in units of not less than tariff minimum 
carlots for the area where the product is located. Grades and weights shall be 
evidenced by inspection certificates issued by the U. S. Department of Agriculture. 
(Sec. 4, 62 Stat. 1070, as amended; 15 U. S. C. Supp. 714b. Interprets or applies sec. 5, 
62 Stat. 1072, sec. 201, 63 Stat. 1052; 15 U. S. C. Sup. 714e, 7 U. S. C. Sup. 1446.) 


Issued this 2d day of April 1953. 


[SEAL] Howarp H. Gorpon, 


Executive Vice President, Commodity Credit Corporation. 


Approved: 
JouN H. Davis, 
President, Commodity Credit Corporation. 


{F. R. Doc. 53-2944 ; Filed, Apr. 6, 1953 ; 8: 50 a. m.] 


Mr. Fountatn. Mr. Naughton, I wonder if vou will give us the 
relevant facts that you were able to obtain about the Department’s 
transaction with the Great Atlantic & Pacific Tea Co. ? 

Mr. Naveurton. The figures submitted by the Department of Agri- 
culture show that the Great Atlantic & Pacific Tea Co. sold to and 
repurchased from Commodity Credit Corporation 3,467,307 pounds of 
cheese under announcement Da-112. 

The Great Atlantic & Pacific Tea Co. in a letter dated June 29, 1955, 
states that the correct amount of cheese sold to and repurchased from 
CCC is 3,406,979 pounds. This cheese was sold to CCC between March 
293, 19! 54. and March 31, 1954. The cheese was stored in the A, & P. 
priv ate coolers in the Atlas cold-storage warehouse, Green Bay, Wis., 
in the public coolers of Atlas cold-storage warehouse, Green Bay, 
aaa and in the public coolers of Wohlt Co. public storage, Fremont, 

is 
The A. & P. states that they did not purchase manufacturing milk 
for cheese during January, February, or March 1954. They state that 
after cheese was repurchased, it was shipped out— 
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to our various grocery warehouses for distribution to our retail stores and ulti- 
mate sale to consumers. 


The total payment received from the Government by A. & P. was 
$93,692.05. 

Mr. Anperson. May I have the amount they gave? 

Mr. Naventon. 3,406,979 pounds. 

Mr. Founrarn. Mr. Anderson, on the basis of your previous testi- 
mony, I assume you would say with respect to this transaction that it 
was the intent of Congress that CCC should make this payment of the 
taxpayers’ moneys to the Great Atlantic & Pacific Tea Co? 


FURTHER TESTIMONY OF DON S. ANDERSON, DIRECTOR, LIVESTOCK 
AND DAIRY DIVISION, COMMODITY STABILIZATION SERVICE; 
ACCOMPANIED BY TRUE D. MORSE, ACTING SECRETARY OF 
AGRICULTURE; EDWARD SHULMAN, DEPUTY GENERAL COUNSEL; 
GEORGE E. COOPER, CHIEF, COMMODITY CREDIT DIVISION, 
OFFICE OF THE GENERAL COUNSEL; AND WALTER C. BERGER, 
VICE PRESIDENT, COMMODITY CREDIT CORPORATION, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. ANnperson. Yes, sir. 

Mr. Fountain. And do you think the law required you to pay out 
this money ? 

Mr. Anverson. The Great Atlantic & Pacific Tea Co. operates 
exactly the same way as Kraft or Borden, or anyone else. They are 


a big buyer of cheese. 

If we couldn’t buy from A. & P., anything that would restrict us, 
any possible definition that I could think of that would prevent us 
from buying from A. & P. would simply prevent us from buying from 
anyone. 

A. & P. has a very large butter and cheese purchase department. 
They have contracts with creameries and cheese factories and operate 
exactly the same as other cheese assemblers. A. & P. is on a list of 
purchases we made either in 1949 or 1950. 

Mr. Fountatn. Under Da~-100. 

Mr. Anverson. No. There is a new announcement every year, 
Congressman. We issue a new announcement every year. 

Mr. Fountatn. But you had previously bought from A. & P.? 

Mr. Anverson. Butter. I haven’t been able yet to find where we 
have made tabulations of cheese purchases. I did find one or two 
where we made tabulations of butter, and we had bought butter from 
the A. & P. Tea Co. 

Mr. Hourzman. In other words, with respect to A. & P., just like 
National Biscuit or Giant Food Stores, you can’t say at this time that 
you bought any cheese from them prior to Da-112, is that correct? 

Mr. Anverson. No, I can’t say we bought any cheese. I can say 
we bought butter, but not cheese. Thats right, Mr. Holtzman. 

Mr. Fountarn. Do you feel these payments to Great Atlantic & 
Pacific Tea Co. provided price supports to the producers? 

Mr. Anpverson. If those payments didn’t, then no payments do. 
That is if this was not effective, then we are saying, I think, Mr. Chair- 
man, that the purchase method is completely ineffective, and we all 
better join in a very careful reexamination of the law. 
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Mr. Hourzman. Mr. Chairman, on that point I take it, then, you 
fee] stronger about the payment to A. & P. than you did about Giant 
Food Stores and National Biscuit ? 

Mr. Anperson. No, sir. 

Mr. Hotrzman. Then what did you mean by saying “if this pay- 
ment, didn’t, then no payment would help support the price to the 
farmer” ¢ 

You just told us that if this one didn’t, specifying the A. & P. trans- 
action, then no transaction would help support the farmers, which indi- 
cates to me, at least, that you felt stronger about its validity and 
legality and the carrying out of the intent of Congress than some of 
the other sales we discussed previously. 

Mr. Anperson. I have no difference in feeling about the legality 
whatever. The basis of the slight distinction that I implied was that 
A. & P. does have a somewhat different method of acquiring its cheese 
apparently than the Giant Food Co. 

Mr. Hotrzman. Or National Biscuit. 

Mr. Anperson. Until I nad the benefit of Mr. Naughton’s research 
into this matter, I was unaware of how Giant Food acquired their 
cheese. 

= happen to know a little about how A. & P. acquired butter and 
cheese. 

I don’t believe it would have been any more effective, that is, I think 
the process for supporting the farmer would have been no more effec- 
tive, had we devised a system that would have forced the Grant Food 
Stores to retain cheese they sell in Kraft’s title up to the day they 
needed in their retail store, than a process that permits Giant Food 
Stores to take title somewhat early. 

Mr. Hourzman. Then I take it that in spite of the different method 
you feel as strongly about the National Biscuit transaction and the 
Giant transaction as you do the A. & P. transaction ? 

Mr. Anverson. I find it difficult to make any substantial difference; 
that’s right. 

Mr. Honrzman. Then the words “if this one didn’t help carry out the 
intent of Congress” and so on, you did not intend to make any distinc- 
tion there. 

Mr. Anperson. No distinction of significance. 

Mr. Horrzman. So that we can strike that answer out actually. 

Mr. Annverson. If you wish to, sir. 

Mr. Hotrzman. So that your answer to that one is identical with 
your answer to the Giant Food Stores transaction ? 

Mr. Anprrson. I will be very happy to make it that way to hasten 
the proceedings, Mr. Holtzman. 

Mr. Horrzman. I think it would have hastened proceedings if you 
didn’t say it in the first place. 

Mr. Anverson. I am sorry I said it, sir, and I regret that I said it, 
although as far as my time is concerned, I have no limit upon it. I am 
trying to save your time, sir. 

Mr. Fountain. Mr. Anderson, do you feel that these payments to 
the Great A. & P. Tea Co. saved the Government any money ? 

Mr. Anperson. The payments to the A. & P. Tea Co. did not save the 
Government any money. 

Mr. Fountatn. Maybe I should have said, do you think this trans- 
action with the A. & P. Tea Co. saved the Government any money ? 
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Mr. Anperson. If my assumption is correct, and this is an assump- 
tion, had it not been for Da-112, A. & P. would have sold under 
Da-100 and bought back under another announcement. This trans- 
action saved the Government the cost of shipping the cheese and put- 
ting it into storage, although I must say as a result of our conversation, 
I realize now that by a slightly different arrangement without any 
modification or change, just slightly in administrative procedure, we 
could have accomplished the same thing. We could have accomplished 
this same saving of transportation cost to the Government under 
Da-—100 that we did under Da-—112. 

I didn’t realize it at the time, but this discussion has brought that 
fact to my mind. We shall certainly retain it in our mind for any 
future problems of this kind. 

Mr. Fountarn. Mr. Naughton, do you recall how long A. & P. Tea 
Co. had had this cheese on hand, or did they give us that information ? 

Mr. Naveuton. I think it is in here, production dates of cheese 
sold to and repurchased from CCC, would range from 1 month old 
to 1 year old at the time of offering. They didn’t give us the exact 
dates. 

Mr. Fountain. Mr. Knox, for your information, we have just 
started, and we were asking questions with respect to transactions 
with the Great Atlantic & Pacific Tea Co. 

Mr. Anperson. The record will show that there is a difference be- 
tween the reported quantity by A. & P. and the quantity that we show. 

What we gave you was the contracted in quantity, and that contract 
did permit a tolerance of 2 percent. If this is within the 2 percent, 
there is not necessarily a contradiction. If it is over 2 percent, our 
IBM machine slipped some place, and we will have to check it. 

Mr. Hottzman. Some of it might have been rejected because of 
grade or something. Might that not account for the discrepancy ? 

Mr. Anpverson. That could, but we tried to tabulate these fast, and 
“ we had in Washington were the contracts based on the original 
offer. 

We would have had to have gone to Cincinnati to get whether there 
was any over or under within this 2-percent limitation, and if those 
corrections are of any advantage to the committee, I will get them 
from the Cincinnati office. 

Mr. Fountarn. I don’t think it is necessary. 

Mr. Coorer. We do not make payment on the amount contracted. 

Mr. Hottzman. Just the amount you paid for. 

Mr. Anperson. Yes. 

Mr. Fountain. Let the record show Mr. Knox is now present. 

Mr. Naughton, I wonder if you will give ifs the relevant facts that 
you were able to obtain about the transaction with H. J. Heinz. 

Mr. Naveuton. The H. J. Heinz Co. stated in a letter dated July 1, 
1955, that the correct amount of cheese sold to and repurchased from 
the Commodity Credit Corporation was 904,210 pounds. They stated 
that they made the offer to sell and repurchase via Western Union on 
March 25, 1954. This offer was accepted by telegram on March 26, 
1954. Payment was received on June 16, 1954, in the amount of 
$24,865.77. 

The cheese involved was stored at the Midwest Cold Storage Co., 
Green Bay, Wis. It was purchased from the Kraft Foods Co., 
Chicago, Il. 
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This cheese was produced during March, April, May, June, and 
July 1953. 

The Heinz Co. stated that the majority of this cheese was used in 
the manufacture of canned spaghetti and macaroni products. Ap- 
proximately 250,000 pounds of this cheese was sold during July 1954 
because of age, and will be replaced with cheese produced in 1955. 

The Heinz Co. did not purchase manufacturing milk during Janu- 
ary, February, and March of 1954. They stated that they learned 
about this program through the Department of Agriculture announce- 
ment dated March 4, 1954, and that they verified the announcement 
and obtained a copy of Da-112 from the Kraft Foods Co. They 
comment that the purchase resale program was handled by the United 
States Department of Agriculture in a businesslike manner. 

Mr. Fountarn. The information which you have just given us with 
respect to H. J. Heinz, and which you had previously given us with 
respect to the Great Atlantic & Pacific Tea Co., National Biscuit and 
Giant Food is confirmed by letters which you received from them. 

Mr. Naveuton. Yes, I am reading the information from letters 
which we received from these concerns. 

Mr. Fountain. Mr. Anderson, I assume from your answers to ques- 
tions in connection with previous transactions, that you would like- 
wise say that as you understand the law, it was the intention of Con- 
gress that CCC should enter into this transaction with H. J. Heinz? 

Mr. ANperRson. Yes, sir. 

Mr. Fountatn. And make these payments to H. J. Heinz pursuant 
to the transaction ? 

Mr. Anverson. I don’t want to burden the record by any distinction 
between payments and making this purchase and sale. I would pre- 
fer to use the other, but I will not object to you 

Mr. Fountarn. Well, payments as a result of what you describe 
as the purchase and sale. 

Mr. Anperson. Thank you, sir. We will try to facilitate and keep 
this thing going. 

Mr. Founratn. And you feel the law required you to pay out this 
money ¢ 

Mr. Anprerson. Not the law. The program that had been estab- 
lished over the years under the authority of the law. I will admit—— 

Mr. Fountain. And you of course contend that the program which 
had been established was pursuant to the law? 

Mr. Anperson. That’s right. 

Mr. Founrarn. And under the authority of the law, and not in 
violation of the law. 

Mr. Anprerson. That’#right. I will have to admit, of course, that 
there are other possible programs that could have been devised which 
might have excluded these purchases. I do not want to contend that 
these transactions were required by law. 

Mr. Fountain. Do you feel that this transaction with H. J. Heinz 
provided price supports to the producer ¢ 

Mr. ANpeERSON. Yes, sir. 

Mr. Hourzman. Do you feel as strongly about H. J. Heinz as you 
did about National Biscuit? : 

Mr. Anperson. We will not attempt to distinguish. We will put 
them all in the same category. 
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Mr. Hourzman. They are all in the same category. I want to make 
that clear for the record. 

Mr. Anperson. O. K., sir. 

Mr. Hourzman. Each and every transaction we mentioned here you 
feel complied with the law, you feel provided support to the farmers, 
you feel was within the purview of the law, and you feel saved the 
taxpayer money, is that correct? 

Mr. Anperson. Let’s make clear that none of these transactions, in 
total, saved the taxpayer money. The price-support program has cost 
the taxpayer money. 

I may correct that. I did not have in mind the figures for the over- 
all price-support program for all commodities, but the dairy support 
program beginning in 1947 to date, the net result has been a cost to 
the taxpayer. 

Mr. Hourzman. All right, sir. There were some questions which 
elicited answers reflecting that these transactions saved the taxpayers 
money. You want to revise that at this point ? 

Mr. Anperson. No. If that is the point you are asking, Mr. Holtz- 
man, the way we conducted this transaction saved the money 

Mr. Houtrzman. On a comparative basis. 

Mr. ANnpeErson. Yes, sir; as compared to other ways it would have 
been conducted. 

Mr. Founra1n. That is based upon your assumption as to how it 
would have been handled under Da—100? 

Mr. Anperson. It has to be because there is no possible way of 
knowing what would have happened. That’s right, sir. 

Mr. Founrarn. Mr. Naughton, do you have relevant facts concern- 
ing CCC transactions with Stouffer Corp. ? 

Mr. Hourzman. Who is the Stouffer Corp. ? 

Mr. Naveutron. The Stouffer Corp. is apparently a restaurant 
chain. Their letterhead states “Restaurants, New York, Chicago, De- 
troit, Cleveland, Pittsburgh, Minneapolis, Philadelphia.” 

Mr. Anperson. There is no question about it being a restaurant, 
and their food is relatively good. 

Mr. Navueuton. Offices at 1375 Euclid Ave., Cleveland, Ohio. The 
letter from the Stouffer Corp. is dated June 20, 1955. 

They state that the Stouffer Corp. sold cheese to the Commodity 
Credit Corporation on June 4, 1954, and was resold to Stouffer also 
on June 4, 1954. On June 21, 1954, payment was received of $1,020.89. 
The cheese was stored at the Kraft Foods Co. warehouse, Lowville, 
N. Y. It was purchased from Kraft Foods Co., New York, N. Y. 

This cheese was produced in June 1953. It was distributed in 
Stouffer Restaurants from June 14, 1954, through March 1955. The 
Stouffer Corp. did not purchase manufacturing milk in January, 
February, or March of 1954. They first learned about Da-112 on 
March 20, 1954, from the Kraft Foods Corp. 

Mr. Houtrzman. Mr. Chairman. 

Mr. Founrarn. Mr. Holtzman. 

Mr. Hotrzman. Of course, as I said before, Kraft was the great 
public announcer here. Prior to Da-112, had you ever done business 
under any program to your knowledge with the Stouffer Corp. ? 

Mr. Anperson. Not to my knowledge. 

Mr. Hourzman. And would your answers with respect to legality 
and helping the farmer and all those questions we asked before apply 
equally to the Stouffer Corp. as it did to the others? 
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In other words, you feel that this transaction helped support prices 
to the farmer. 

Mr. Anperson. Yes. 

Mr. Hottzman. I call to your attention another speedy transac- 
tion, June 4, 1954: They bought, June 4, 1954; they resold June 21, 
payment received. 

Mr. Anperson. What were the dates of buying and selling, Mr. 
Holtzman ¢ 

Mr. Horrzman. June 21, 1954. 

Mr. Anperson. They sold? 

Mr. Horrzman. They bought. They sold, rather, and you sold it 
back on June 4, 1954. 

Mr. AnpeErsoN. May we have a copy of that letter? 

Mr. Fountarn. Yes, we will be glad to give it to you. 

Mr. Anperson. What they mean by “selling” there, I don’t know. 
This is a matter we will have to investigate. T don't know what they 
mean by “selling”. 

Mr. Founrarn. They may have been confused. 

Mr. Hoirzman. Perhaps the words “purchase and resale” confused 
them in the letter. 

Mr. Anperson. Because the contract had to be accepted prior to 
March 31, and if it wasn’t, there is a matter that requires our attention. 

Mr. Houttrzman. Will you check those dates and advise us? 

Mr. AnpDeERSON. We will have to find out what the dates are. 

Mr. Fountain. We will have a copy of this letter made and give it 
to you. 

Mr. Anperson. If you will have a copy of the letter made. The 
whole thing can depend upon what the gentleman who answered 
meant by “sold.” I was interested in the date of payment. I think 
that was June 24. We didn’t do so well on that one. 

. Mr. Houirzman. You got very slow on that one. You waited 17 
ays. 

Mr. Anperson. I still hope we are going to get a copy of that other 
one. 

Mr. Horrzman. We will be glad to give it to you. We will put it 
in a frame for you, sir. You can hang it up in your office, and look 
at it every morning and smile. 

Mr. Anperson. We will hang it on the wall, but before I hang it 
up, I am going to check it with our official records. 

Mr. Horrzman. You mean you don’t believe that you paid that 
quickly yourself? 

Mr. Anperson. This one is within the realm of reason. 

Mr. Hortrzman. I am talking about the Milk House deal. 

Mr. Anverson. Our magnificent speed on that other one is some- 
thing that warrants special and very careful consideration. 

Mr. Hortzman. I sometimes wish that I could get a refund from 
the Tax Division as quickly, something I am definitely entitled to. 

Mr. Anperson. My interest, sir, is seeing if I can get the man who 
made that early payment into the organization that audits my expense 
accounts so I can get my pay faster. 

Mr. Founratn. Mr. Holtzman, I am delighted to know that some- 
body gets a tax refund. 

Mr. Hortrzman. I didn’t say I got it yet. Isaid I would be happy 
to get it. I have no more questions, Mr. Chairman. 





Mr 
Mr 
land 
cover 
cheese 
paym 
cheese 
The 
to Oet 
July I 
Both 


6 mont! 
New Y¢ 































. oO 


me- 
rom 


who 
anse 


PPY 





PURCHASE RESALE TRANSACTIONS OF CCC 


(The information furnished is as follows :) 


Our records show the following about: 
1. The Stouffer Corp., 1375 Euclid Avenue, Cleveland, Ohio: 
Date of contract, March 26, 1954. 

Three grading certificates, all dated April 23, 1954. 
Check issued by Federal Reserve bank on June 18, 1954. 

2. Milk House Cheese Corp., 1114 Wood Street, Dallas, Tex.: 
Two contracts, both dated March 31, 1954. 
Three grading certificates, dated April 1, 1954, and one dated April 2, 1954. 
Check issued by Federal Reserve bank on April 9, 1954. 

Mr. Fountain. Now, Mr. Naughton, just 2 or 3 more companies that 
I will ask you about specifically, and then I will ask you for some gen- 
eral information. Will you give us the relevant facts that you were 
able to obtain concerning the transaction between CCC and Safeway 
Stores? 

Mr. Navucuton. Yes. The transaction with Safeway Stores ac- 
tually was with the Superior Cheese Co., which is a division, appar- 
ently, of Salem Commodities, Inc., of Oakland, Calif., which, in turn, 
is affiliated with Safeway Stores. 

This letter states that the correct amount of cheese sold to and re- 
purchased from Commodity Credit Corporation by Superior Cheese 
Co., which is affiliated with Safeway, is 2,793,570 pounds. Total pay- 
ment received by Superior Cheese Co. was $74,264.63. 

It is stated that the disposition of cheese after purchase from CCC 
was made by sale over a period of approximately 10 months after 
April 1, 1954, to Safeway Stores, Inc., for distribution to consumers 
through its retail stores. 

Mr. Founrarn. I regret that we did not ask them at what prices they 
sold this cheese so that we would have determined whether or not the 
consumers got any benefit from it. 

Mr. Navueuton. In that respect, Mr. Chairman, we have a letter 
from another concern which inn specifically mention prices, and I 
think their comment might be interesting. 

Mr. Fountarn. What concern is that? 

Mr. Naucuton. Von’s Grocery Co., of Culver City, Calif. 

Mr. Fountain. This relates to a transaction between CCC and this 


company ? 

Mr. a oaeaens: Yes, under Da-112. 

Mr. Fountain. Please give the pertinent information. 

Mr. NaueutTon. Yes,sir. This cheese was sold to CCC on March 29, 
1954. It was repurchased by Von’s on April 9, 1954. 

Payment was received for the difference in price on May 10, 1954, in 
the amount of $423.51. I believe this was only one carload of cheese. 

Mr. Anperson. Where was this place located ? 

Mr. Naucuton. Culver City, Calif. The cheese was stored at Over- 
land Terminal Warehouse in Los Angeles. The $423.51 payment 
covered Reedsport Triplet Cheddars purchased from Reedsport 
cheese factory at Reedsport, Oreg. Apparently there was another 
payment of $667.75 on May 11, 1954, which covered New York Cheddar 
cheese purchased from Borden & Co. in New York. 

The Reedsport cheese was manufactured from September 4, 1953, 
to October 29, 1953. The New York Cheddar was manufactured from 
July 1, 1953, to July 18, 1953. 

Both lots of cheese were sent to our stores and sold at a reduced price within 


6 months. The Reedsport was reduced from 73 cents to 69 cents per pound. The 
New York was reduced from 85 cents to 79 cents per pound. 
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Mr. AnpErson. What was the second, please ? 
Mr. Naucutron. New York, from 85 to 79 cents per pound. 


We did not purchase any milk to manufacture with during the months stated. 





Now, they state in commenting 
Mr. Fountain. The months were January, February, and March ? 


Mr. Navenron. Yes. In commenting, Von’s Grocery Co. stated : 

We feel the program fulfilled its purpose in reducing the price and moving the 
cheese into the consumers’ hands. 

Mr. Founrarn. I assume that you would give the same answer to 
similar questions which we have just asked with respect to this transac- 
tion, Mr. Anderson, that is that it was authorized and carried out and 
payments made to the company under the transaction pursuant to law. 

Mr. Anperson. Yes, sir. May I say that this report is most gratify- 
ing to me, because most of the reports have not shown that the con- 
sumer got the full advantage of the price decline, and here is a particu- 
lar case where out of New York they got a 6-cent out of 434. 

Mr. Fountrarn. We thought you would be interested in that partic- 
ular information. 

Mr. Anperson. This is a very happy report, Mr. Chairman. The 
reason I asked the earliest question about the location was that I 
noticed these payments were in May instead of June. Apparently 
our Portland office is somewhat more efficient than our Cincinnati 
office. 

Mr. Fountarn. All right, Mr. Naughton. 

Mr. Naveuron. Mr. Anderson, you don’t believe that Von’s Grocery 
Co., would have sold this 73-cent cheese to the Commodity Credit 
Corporation had it not known positively that it could get back that 
same cheese ¢ 

Mr. Anperson. If we may, I was thinking last night of some of 
your economic philosophy, Mr. Naughton, and we would like to go 
into it again if we have the time. 

Mr. Naucuton. If you could answer the question first. Do you 
think that Von’s Grocery Co., would have sold—— 

Mr. Anperson. Had the Von’s Grocery store not known of our con- 
tinuing policy of selling it back, I would say there is some doubt that 
they would, but most people knew of that. 

Mr. Hotrzman. Would your answer be the same with respect to 
Giant Food Stores? 

Mr. Anperson. Yes. I think the Kraft Cheese Co. would have ad- 
vised all of their customers of how to proceed under Da-100, and—I 

can’t remember the number of the announcement under which we 
would have sold it. 

Mr. Hotrzman. You say Kraft would have advised them with re- 
spect to Da—100, too ? 

Mr. Anperson. I would suspect they would. 

Mr. Houtzman. Actually, though, you still don’t have one instance 
on record of doing business with any of these people, even under Da- 
100, isn’t that so ¢ 

Mr. Anperson. Well, it happens we have business doings with A. & 
P. and American Stores. 

Mr. Hourzman. I am not talking about A.& P. I am talking about 
Giant, I am talking about Von’s Food Stores, I am talking about 


National Biscuit. 
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Mr. Anperson. That’s right. I regret, Mr. Holtzman, you force 
me to again place in the record the fact that this was the first time in 
the history of the price-support program that we had a substantial 
drop in price-support level. 

Prior to this there was no occasion for these people to have sold, and 
had we had a dozen Da-—112’s, it would have been to their disadvantage 
tosell at any othertime. I beg j your pardon, again. 

Mr. Hotrzman. I don’t feel any apology was necessary. 

Mr. Fountain. It was very brief and to the point. 

Mr. Anperson. Thank you, sir. 

Mr. Hotrzman. You feel, and you said, that Kraft would have ad- 
vised them of the program under Da-—100? 

Mr. Anverson. Well, I note, as you have, that Kraft apparently 
was very careful in all of their trade relations to attempt to maintain 
good relations with their customers. 

Mr. Hourzman. As a matter of fact, without Kraft you couldn’t 
have followed through on this program, because they were the ones 
who got the information around; isn’t that so? 

Mr. Anperson. One of our problems, sir, and this is quite irrele- 

vant to this particular whole case, is to operate this program in a way 
that all people concerned will know about it. 

Mr. Hotrzman. I ask you again, in the absence of Kraft dissemi- 
nating this information, you would have had substantially less cheese 
sold to you under this program; isn’t that so? 

Mr. Anperson. We had no way of censoring Kraft. 

Mr. Hourzman. I am not asking you w hether you had a way or 
even whether you should censure or censor Kraft. I am asking 
simply whether or not, if Kraft had not gotten around on their good 
will tour to preserve relations with their | customers, you would have 
had substantially less cheese sold to you and then resold back to Giant 
and outfits of that kind; isn’t that so? 

Mr. Anperson. That appears to be correct. 

Mr. Hotrzman. You didn’t appoint Kraft an agent of Commodity 
Credit, did you? 

Mr. Anverson. No, sir. 

Mr. Horrzman. Had they not propagandized this program, the 
program possibly would not have been as successful as it was; isn’t 
that so? 

Mr. Anperson. It seems to be more than a possibility. 

But let me again say for the record that Kraft could have done 
exactly the same thing without the issuance of Da-112; it wasn’t 
Da-112. Kraft was fully aware of the fact that Da-100 was in 
existence. 

Mr. Hotrzman. But did Kraft do it, Mr. Anderson, under Da-100 ? 

Mr. Anperson. Sir? 

Mr. Hoirzman. Did Kraft do it under Da—100? 

Mr. Anprerson. Why, of course, they didn’t do it under Da~—100. 
It wasn’t necessary. 

All I am saying is that the evidence that counsel has gathered for 
you indicates to me very strongly that if Da—112 had not been in 
existence, Kraft would have done it under Da- 100, and the corre- 
sponding other announcement, the number of which I do not happen 
to have, but will be glad to supply } you with. 
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Mr. Horrzman. Of course, that is your guess. That is conjecture 
now ; isn’t that so? 

Mr. Anperson. That’s correct; that is my guess. 

Mr. Hotrzman. But it is not a guess and it is a fact that under 
Da-112, Kraft managed to get the information and they managed to 
sell and buy back cheese under this program. That is a fact. 

Mr. Anprrson. I have no reason to question the material that has 
been presented to the counsel. 

Mr. Founrarn. Mr. Naughton, do you have some questions? 

Mr. Nauauton. Yes, sir. 

Mr. Anderson, Vons Grocery Co. indicates that they sold part of 
this cheese in their grocery stores at 69 cents a pound and part at 
79 cents a pound. 

Now, there is no doubt whatever in your mind, is there, that they 
would not have sold this cheese for 37 cents a pound had they known 
positively they could not get it back ? 

Mr. Anperson. Is this the point we go back to the difference be- 
tween your and my economic theory 4 

Mr. Naveuton. I have confidence in the ability of the American 
businessman. 

Mr. Anperson. We all do. 

Mr. Naueuron. I have confidence enough to know he is not going 
to sell you 67-cent cheese for 37 cents, unless he is going to get it back. 
Don’t you have that confidence ¢ 

Mr. Anperson. I have that confidence fully, but I say he knew that 
he would get the cheese back because beginning with January of 1950, 
and following consistently each month after that, we had issued what 
is known as the domestic price list. We do that every month. 

Mr. Navueuron. On the first of the month; is that right? 

Mr. Anperson. And another one will be issued on the Ist of August. 
Anyone who has those could have determined that it was the long 
established policy of CCC, the unwavering policy of CCC, to always 
offer any cheese in inventory back to the trade at 2 cents over the then 
current purchase price. 

. Mr. Naveuron. And that was done on the Ist of each month ? 

Mr. Anprerson. That was done on the 1st of every month. 

Now, we gave them an increased assurance this time that we would 
continue. As I mentioned I think yesterday, there was some argu- 
ment that we should vary our policy at that time and sell back during 
April, not at 2 cents over the purchase price, but at the purchase 
price. 

Now, you suggested yesterday, I believe, Mr. Naughton, that per- 
haps it would have been advisable to have continued the 39-cent resale 
price during some undetermined time. Now, it seems to me the 
effect of that would have been this: The supply coming in from the 
farmer would have been purchased on the basis of 3214. We would 
have insulated the 400 million pounds of inventory from having any 
effect upon the market price; Vons Grocery Stores would have been 
under a much lesser compulsion to have reduced their price then they 
were when we made available CCC inventory of cheese. 

And I will be happy to supply this committee copies of news re- 
leases issued by Agricultural Marketing Service out of Madison, that 
have some bearing on this particular problem, because as I under- 
stand it, gentlemen, that you are interested not only in the question 
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whether this was wise, but in helping the Congress and us improve 
the whole price support program, and some of these data may be 
helpful along that line. 

Mr. Naueuton. You have stated the consistent policy over a long 
period of time of the Commodity Credit Corporation was to announce 
on the 1st day of each month the sale price at which commodities 
held by Commodity Credit Corporation would be sold to the trade. 

Mr. Anperson. That’s right. 

Mr. Naventon. Now, in announcing the sale price of cheese for 
April 1954, you departed from that long-standing policy, did you 
not ¢ 

Mr. Anperson. Yes, sir. We announced it earlier. 

Mr. Naveuron. On March 4th, was it not‘ 

Mr. Anperson. I think that’s right. 

Mr. Naventon. And you have previously stated that this was done 
at the request of the cheese industry. 

Mr. ANperRsOn. Our announcing it early ? 

Mr. Nav@uton. I believe the record shows that. 

Mr. Anperson. Well, then the record is in error, and I apologize. 
What I thought I said was that there were many people in the cheese 
industry saying that it would be fair to them if for April our resale 
price would not be 2 cents over, but would be exactly the same as the 
purchase price to clear up that issue to convince them and to make 
it clear that we were going to continue our same policy we announced 
it earlier. 

There were people in the industry, as I recall, who said to take care 
of this sharp drop it would be advisable to resell at the same price, and 
to have for April our resale price, not 3414 but 3214. 

This was my recollection of what I had said. 

Mr. Hourzman. Mr. Chairman ? 

Mr. Fountain. Mr. Holtzman. 

Mr. Hotrzman. The price reduction by Von’s Grocery at least re- 
flects some benefit to the consumer, and to that extent it 1s reassuring 
tome. However, it doesn’t affect the legality or illegality of the trans- 
action or'the program. It is my distinct feeling that the vast majority 
of these transactions did not reflect a penny’s worth of savings to the 
consumer, and I am going to ask Mr. Naughton, Mr. Chairman, to 
try-to develop for this committee that point, so that we can include it 
it in the record, a breakdown as to who reduced prices as a result of 
this program. 

I think it would be material to this hearing, and I think it would 
bear on whether or not at least the consumer got some benefit out of it. 

Mr. Founrarn. I think it would be helpful. It might necessitate an 
additional questionnaire to be sent out to each of these concerns, rather 
than to call them in. 

Mr. ANperson. It may be helpful to the committee to consult with 
I think it is Mr. Harker Stanton, through the Senate Agricultural 
Committee, who has made some study of that. I think there is a pub- 
lication out on the matter. 

Mr. Hortzman. Of course, the thing I am interested in is, did this 
program, this new departure from Da-100 or the amendment to 
Da-100, or Da-112, result at least in some saving to the consumer. 
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And my own impression is, and of course it is strictly conjecture, 
that you will find that practically no saving inured to the benefit of 
the consumer. 

Mr. Founratn. I think Mr. Naughton probably has some informa- 
tion on that subject. 

Will you give it to us, Mr. Naughton ? 

Mr. Navueuron. Yes, I have here a copy of a report on price spreads 
on milk and dairy products. 

Mr. Anperson. I think that is the report I was referring to. 

Mr. Naveuton. I believe it is. This is Senate Report No. 2509 
ef the Senate, Committee on Agriculture and Forestry, 83d Congress. 

This report, on page 5, table 7, shows the farm value and the United 
States average retail price of cheese and also gives the percentage that 
the farm value is of the retail price for the years 1951 to 1954. 

Reading from that, in 1951 the average farm value of American 
cheese, was 33%, cents per pound. The average retail price was 
58349 cents per pound. The farmer, therefore, received 58 cents out 
of each dollar that the consumer spent for cheese. 

In 1952, the farm value of American cheese was 35%, cents per 
pound. The average retail price was 59%,» cents per pound, which 
meant that the farmer got 59 cents out of each dollar spent for cheese. 

In 1953, the average farm value of cheese that is for the milk used 
in cheese, was 306% cents per pound. The average retail price was 
59% cents per pound. 

In 1953, therefore, the farmer got 51 cents out of each dollar spent 
for cheese. 

In 1954, for the first 6 months, the farm value of cheese was 27% 
cents per pound. The average retail price was 58%, cents per 
pound, showing therefore that in the first six months of 1954, the 
farmer got only 47 cents out of each dollar spent for cheese. 

A comparison, therefore, shows that in 1952, the farmer got 59 cents 
out of each dollar spent for cheese; in 1954, he got 47 cents, and of 
course the difference went to the processors, the middlemen who 
handled that cheese between the farmer and the consumer. 

Mr. Anperson. There are some other problems as you go into this 
ane I might mention to you which may be helpful to you in your 
study. 

Me Horttzman. Would you say, sir, at this point, from the survey 
we find that the farmer got less, the consumer paid just as much, and 
the fellow in between did better for himself? 

Mr. Anperson. That is what those show. But I hope I am not 
ever asked to relate those changes to the fact that Da-112 was issued. 
That will be a problem of some magnitude. 

Mr. Hotrzman. Well, sir, that happened in spite of Da-112. Da- 
112 may not have been the cause of it. I don’t claim that, but that 
happened in spite of Da—112 being in force. 

Mr. ANperson. Yes, and that 47 might have been 46 without Da- 
112; it might have been 45. 

One of the things, Mr. Fountain, that has come up time and time 
again in this committee, is in the marketing year, as I recall, 1952- 
53, the Department announced that it would support manufacturing 
milk, at 90 percent of the parity equivalent. We actually ended up 
that year, as I recall, not at 90, but at 84. 
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First, the procedure is fairly simply. We have to decide in the 
Department, and the decision, of course, is at the Secretary’s level, 
at what percentage of parity a farm commodity will be supported. 
Having decided that it is 90, then it becomes a matter of arithmetic to 
determine what the purchase price will be. 

The level for manufacturing milk happened to be $3.74. We were 
to try to return $3.74 to the farmer. The only way we could do that 
is by purchasing products. 

We had to estimate what prices paid for products would return $3.74 
tothe farmer. We made the estimate that year on the basis, as I recall, 
of the average of the past 2 years, and it turned out to be toolow. The 
reason for the difference between the 90 and the 94 is that we underesti- 
mated what the price—— 

Mr. Fountain. 90 and 84. 

Mr. ANDERSON. 90 and 84; thank you. 

We underestimated what the gross margin was going to be. It is 
certainly true that in recent years the gross marketing margin has 
increased. The increase may have been in increased costs or in in- 
creased profits. Iam inno position to say what. 

I am not familiar with the facts in that regard, but it is certainly 
true that the gross margin involving all costs, all earnings, all return 
to capital, have increased. 

Mr. Horrzman. Mr. Chairman, maybe Mr. Naughton can be helpful 
along that line. 

Mr. Naucuton. I have some figures here for Kraft and Borden, who 
accounted for about 50 percent of the total volume of cheese sold and 
repurchased under Da-112. 

r. ANpEerson. I hope you just don’t rule that we can’t purchase 
from either of those two, or we are really going to have a job on our 
hands next year. . 

Mr. Navcuton. The figures for Kraft actually are the figures for 
National Dairy Products. Kraft is a wholly owned subsidiary of the 
National Dairy Corp. 

Mr. Anperson. They handle margerine, mayonnaise, miracle whip. 
Do you have this broken down for National Dairy Products, or does 
it cover all activities ? 

Mr. Navenuton. All activities. This is from the Milk Dealer, for 
April 1954, and it states in the article that National Dairy set sales 
records for the third successive year, and the article reads: 

Despite the highest tax bill ever paid, Nationat Dairy Products Corp. set a new 
sales record in 1953 for the third successive year. Announcement of the sale 
record was made by E. E. Stewart, president of the corporation. Net earnings 
per share rose to $4.63 in 1953 as against $4.22 in 1952, even though taxes per 
share were up to $9.42 from $8.31 for the same period. 

Profit was 214 cents per dollar of 1953 as compared with 25 the previous year. 
Stockholders were paid dividends at the rate of $3 per share for a total of $19,- 
853,000 in 1953, as against $19,016,000 in 1952. 

Now, the Milk Dealer for May of 1954 gives some information about 
National Dairy for the first quarter of 1954. It states that: 

Increased unit sales and earnings for the first quarter of 1954 are reported by 
National Dairy Products Corp., but dollar sales, due to generally lower prices, 
ran about even with 1953. Expiration of the excess-profits tax on the beginning 
of this year, anticipates President E. E. Stewart, will favor the corporation, even 


though some of these tax savings will undoubtedly be reflected in lower consumer 
prices. 
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Now, for the Borden Co., the same report states: 


For the first quarter of 1954, reports an increased sales volume over the same 
period a year ago. Dollar sales remain at about the same, due to a generally 
lower price level, and profits increased chiefly because of lower raw products 


costs and higher volume. 

I have some figures obtained from the Library of Congress on the 
net income of the Borden Co. for 1952, 1953, and 1954. 

In 1952, the the net income of the Borden Co. was $17,667,000. 

In 1953, net income was $20,264,000. 

In 1954, net income was $22,724,000. 

Mr. Anprrson. I would like to make just two comments on those 
figures. It seems to me what this has bearing on is whether the De- 
yartment was wise in reducing support level from 90 to 75, and may 

say that I am not in a position to discuss that issue. There are other 
people in the Department who are qualified, and I am sure you will 
call them if you want to. 

The second comment is that I think these figures justify some of my 
activity that I reported to you before in spending some of the tax- 
payers’ money in trying to encourage farmers to organize co-ops so 
they could sell directly to the Government. I again have to regret 
that my efforts in that line were so fruitless. But again, if I may 
have copies of these, they may be helpful in further crusades of this 
kind that I undertake. Thank you. 

Mr. Founrarn. Mr. Anderson, where are most of the farmer co-ops 
producing milk? Where are they located in the country ? 

Mr. Anverson. The co-ops don’t produce the milk. 

Mr. Fountain. Co-ops who buy from 

Mr. Anverson. Most of them, I would say, are through Minnesota, 
Wisconsin, Iowa, and out on the west coast, Idaho, Oregon, and Cali- 
fornia. Through the Southeast, with which I am less familiar, most 
of the milk goes down into fluid uses. There are a number of bargain- 
ing co-ops that bargain with the distributors. 

One of the happy experiences I had this year was in the State of 
North Carolina, meeting with a group there who were trying to 
organize and were having a very difficult time, I hope they prove to 
be successful. 

Up in the Northeast, of course, we have a large number of bargain- 
ing co-ops, such as the Dairymen’s League, New England Milk Pro- 
ducers Association; and here in Washington, the Maryland-Virginia 
Association. But these are bargaining associations, who simply bar- 
gain for a price with the distributor, or organize or work through 
the Federal order procedure. 

Often, however, the co-op, especially the small cheese co-operative 
in Wisconsin, for some reason or other, confines their activities largely 
to manufacture. I have been very disturbed by many of these com- 
a who, for some reason or other, refuse to deal directly with 
CCC. 

One of the reasons they have given is slow payment. They say they 
simply can’. afford to. And many of the co-ops, rather than deal 
—v with us, have hired brokers and paid brokers to take care of 
this. 

It has been a continuing problem, I think that it has been the long- 
established policy of the Congress to promote cooperatives in farm- 
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ing, and I join in that expression of Congress. I think it is a worth- 
while move. 

Mr. Fountain. I take it from your testimony that if we had more 
such co-ops, you would have less difficulty in administering the price 
support program to producers of dairy products, and would have 
more asurance that the producers were actually getting the benefit of 
the price-support program. 

r. ANperson. I think we would have much less trouble. Take an 
organization like the Land O’Lakes, which goes all the way through, 
except to the retail level, from manufacture to distribution, they sell 
direct to CCC. 

Now, the Land O’Lakes is one who sells to CCC. I can see that we 
are assured the farmer gets the benefit as with the tobacco program 
or cotton program, where we can deal directly. 

We all must recognize, and I think all you people have been very 

fair in recognizing, that one of the problems of administering this 
kind of a program against the other is the possibility of slippage 
between farmer and CCC. 
It is a very, very difficult program that we have worked on over 
the years, and are going to have to continue to work on, so long as 
Congress sees fit to ask the Department to support milk and butterfat 
prices through this particular hind of a program. 

Mr. Founrarn. Mr. Naughton, I believe I will ask you about one 
more transaction in particular, and then you can refer generally to 
any others you may have there. 

What about the transaction of CCC with the United Biscuit Co.? 
Mr. Naventon. The United Biscuit Co. of Melrose Park, IIl., gave 
information in a letter dated July 1, 1955. They stated that the 
amount of cheese sold to and purchased from CCC by. United Biscuit 
was 438,632 pounds. The cheese was sold to CCC on March 25, 1954; 
the cheese was repurchased as of April 1, 1954. Payment was re- 
ceived from CCC on June 16, 1954. The amount of payment was 
$12,062.38. The cheese was stored at time of sale and repurchased at 
Midwest Cold Storage, 414 North Broadway, Green Bay, Wis. 

The cheese was purchased from Kraft Food Co., of Wisconsin, 520 
North Broadway, Green Bay, Wis. The cheese was produced ap- 
proximately as follows: 1951, 94,693 pounds; 1952, 131,384 pounds; 
1953, 212,555 pounds, for a total of 438,632 pounds. 

United Biscuit Co. stated that the cheese was used after repurchase 
in their normal manufacture operations. 

Mr. Anpverson. May I comment, Mr. Chairman. 

The United Biscuit Co. in this connection seems to present an un- 
usual situation as it happens that the Borden Cheese Co. and they 
have one thing in common. 

In this problem of attempting to get even greater assurance that the 
benefit will go back to the farmer, we were faced with the problem of 
avoiding putting the United Biscuit Co. in a less favorable position 
than Borden Co., which also makes biscuits. 

Mr. Houtzman. Except that it was not our purpose in this farm 
program to worry about biscuits, was it? 

Mr. Anperson. No, I would love not to worry about biscuits, but 
so long as Borden, who is one of the principal dairy companies, makes 
biscuits, I find it difficult at times to not worry about biscuits 
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Mr. Hourzman. Would you say that was the motivating reason for 
dealing with United Biscuit, to give them a chance to compete with 
Borden ? 

Mr. Anperson. It seems to me that in planning the overall program, 
Mr. Holtzman, if we can, without upsetting cur main purpose, avoid 
giving to one company a competitive advantage over another that 
that is desirable. That is not our principal purpose—but I think it 
is something that is properly within our purview when we are plan- 
ning the overall program. 

Mr. Hottzman. Do you have any record now to acknowledge receipt 
of DA-112 by these companies ? 

Mr. Naucuton. The letter from United Biscuit Co. states that 
“Knowledge of announcement Da-112 was obtained by us from the 
press.” At our request Krafts Foods Co. verified the announce- 
ment and obtained a copy of Da-—112 from us. 

Mr. Hottrzman. God bless Kraft. I do not see how this program 
could have operated without Kraft. 

Mr. Anperson. The announcements give our address which is 
United States Department of Agriculture, Washington 25, D. C. 

Mr. Fountarn. United Biscuit is in the same category with others 
about whom I have asked certain questions. 

Mr. Hotrzman. Then I assume, further, that it would be another 
outfit you never did business with until Da—112 was issued ? 

Mr. Anperson. I do not know whether we did or not with respect 
to cheese. As far as cheese is concerned we can say that with respect 
to all of them. 

Mr. Hourzman. That is what I am talking about. So far as cheese 
is concerned can you state definitely now that we did not buy any 
cheese from any of these outfits we have discussed until Da—112 went 
into effect ? 

Mr. Anverson. I can simply state that I do not have available the 
tabulation of the people who sold cheese to CCC. We have for butter 
for 1949 and 1950—we can answer all of those questions in one way. 
I do not have before me a tabulation of the individual vendors. 

Mr. Hourzman. In the absence of Da-112 would you be buying 
cheese from United Biscuit under any circumstances? 

Mr. Anverson. Yes. I assume that Kraft would have been as effi- 
cient in the absence of Da—112 as they were with it and would have 
advised with respect to Da—100 and 

Mr. Hottzman. Would they have told Giant and all the others in 
the same fashion ? 

Mr. Anpverson. I assume they would have—I am guessing, I do not 
know, but we are getting evidence of it continually. 

Mr. Fountarn. But we know that under Da-112 they have to pack- 
age it and deliver it to the Government. 

Mr. Anperson. It involves whether the cost of this repackaging 
would have been more than offset by the decline in price. Again, as 
we have repeated many times, the cost of delivering to the Govern- 
ment is borne by CCC. 

Mr. Horrzman. Mr. Chairman, along the lines that I have discussed 
a moment ago, Mr. Naughton indicates to me that he has a list of all 
of the purchases and resales under Da-112, who were advised by 
Kraft and helped by Kraft and who Kraft helped prepare forms, et 
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cetera, and I think it might be pertinent to at this time get all those 
in the record if we can. 

Mr. Naveuton. I would like to correct you in one respect, Mr. 
Holtzman. I have the list of all the people who told me they found 
out from Kraft. It is not all-inclusive—there may be others. 

Stop and Shop Food Stores, Inc., in Boston, Mass., stated that 
they received a copy of Da-112 about the middle of March from 
Kraft Foods but it 1s their recollection they had previous information 
on this subject in the trade periodicals. 

Dilbert Brothers, Inc., Food Stores in Brooklyn and Long Island 
stated that they received announcement Da-112 on March 21, 1954, 
from Kraft Food Co. 

Loblaw, Inc., which states on their letterhead that they are food 
markets in Buffalo, N. Y., stated that they received the announcement 
of Da-112 in March of 1954 at which time it was published in many 
of the trade papers, and to the best of their knowledge they requested 
a copy of this form from the Kraft Food Co. from whom they pur- 
chased the cheese. 

Hillman’s, Inc., Pure Foods Store of Chicago, IIl., stated that they 
received information about announcement Da-112 some times in March 
from Kraft Food Co., and also L. D. Schreiber & Co., Inc. 

I believe we have already put into the record the pertinent para- 
graphs from the United Biscuit Co., from the Heinz Co., and from 
the Giant Foods Shopping Centers. , 

Mr. Fountain. I understand from Mr. Naughton that there are a 
number of situations or transactions which he has not referred to 
which are similar to the ones which we have already put in the 
record. 

Mr. Navucuron. There are a number of grocery chains that have 
participated which are smaller. 

Mr. Anperson. Was Borden completely inactive in this field ? 

Mr. Fountarn. Who was the individual who had transactions with 
the Department, Mr. Berst? 

Mr. Navucurton. That was C. J. Berst & Co. you are talking about, 
but there were 2 or 3 individuals. On one gentleman the only in- 
formation I have been able to obtain so far is that he is reported to be 
a lawyer out in Green Bay. 

Mr. Anperson. What wasthe name? Maybe we could help you. 

Mr. Hottrzman. It would be helpful if we could get a little infor- 
mation about Mr. Berst. So far the information concerning him has 
been about as plentiful as if he were the Scarlet Pimpernel. 

Mr. Navucuron. The man [I had in mind is Charles M. Denissen, 
305 East Wall Street, Green Bay, Wis. He is listed in the city direc- 
tory as a lawyer out there. 

Mr, Anperson. Mr. Denissen. I will take his name and see whether 
I can help him. 

Mr. Navenuton. He is on the list for 36,860 pounds of cheese. 

Mr. ANpERSON. We will try to be cooperative. 

Mr. Naventon. There is another individual listed in connection 
with the cheese transaction. I do not know whether he is a lawyer 
or not. 

Mr. Anverson. And I do not know whether this fellow is or not. 

Mr. NavueuTon. Mr. Denissen is listed as a lawyer. 
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The other gentleman is Arthur A. Simon, Appleton, Wis. The 
amount of cheese involved is 30,932 pounds. 

Mr. Simon’s address is listed as being Appleton, Wis., but I could 
not find him listed in the city directory. We have sent him a tele- 
gram and to the best of my recollection we have had no reply as yet. 

Mr. Hottzman. My own opinion is that these things do not neces- 
sarily reflect any wrong or underhandedness, but they are rather un- 
usual, 

Mr. Naucuron. We are just curious. 

Mr. ANDERSON. I am curious too. 

Mr. Naveuton. Golden Rod Creamery Co., Chicago, is listed as 
selling 20,000 pounds of cheese to the Commodity Credit Corporation. 
We have received this reply from the Golden Rod Ice Cream Co. 
of Chicago, and I will read it: 

Dear Str: Your letter of July 21 addressed to the Golden Rod Creamery Co. 
was delivered to us by the postal department. 

We manufacture ice cream, sherberts, and frozen confections and have never 
processed any cheese. 

We doubt very seriously if there is a Golden Rod Creamery Co. in the State 
of Illinois as our corporate name is registered with the Secretary of State. We 
would probably be advised if any corporation with a similar name should attempt 
to be incorporated here in the State. 

Yours very truly, 
GOLDEN Rop Ice CREAM Co., 
Wma. P. HavwortH, 


Comptroller. 


Mr. Fountarn. I take it from what you have previously said that 
all of these on this list were transactions which you feel that you were 


authorized to enter into pursuant to the announcement and the 1949 
act ? 

Mr. Anperson.. Well I may want to reserve judgment on these three 
after I find out more about them, but at the moment, yes. 

Mr. Hourzman. Mr. Chairman, may I ask now, do you know about 
C. J. Berst & Co., personally ? 

Mr. Anperson. I have known Mr. Berst for years personally very 
well. As I mentioned in the testimony of June 1, Dean Froker of 
the University of Wisconsin asked me to come to his office to discuss 
this problem and when I arrived there Mr. Berst was in the dean’s 
office. I had known Mr. Berst before that and I know him now. 

Mr. Hourzman. I think you also testified that he was a rather small 
operator. 

Mr. Anperson. Well, as compared to Kraft or Borden or Armour or 
anything like that—there is a possibility that there is some connection 
between Mr. Berst and Mr. Armour—I do not know what it is, whether 
it is legal or not, but it is correct that I do know Mr. Berst and I have 
for years. 

Mr. Hourzman. Well this meeting with Mr. Berst and the dean of 
the University of Wisconsin Agricultural School, that took place in 
February of 1954 I think you said. 

Mr. Anverson. Well, I probably can tell from my expense accounts 
exactly when it was—— 

Mr. Hoitzman. Suppose you try to recall it. 

Mr. ANnperRsonN. You want to know exactly? I assume I can check 
from my expense account and tell fairly close. 

Mr. Hotrzman. Well who called that meeting? 
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Mr. Anprrson. Dean Froker, who also I have known for years—I 
worked with him at the University of Wisconsin when we were both 
on the staff of the department of economics. 

Mr. Horrzman. The dean and Mr. Berst and you talked about this 
possible departure from Da-100—talked about the sale and repur- 
chase agreement at the time? 

Mr. Anperson. We talked about the problem that might face a 
relatively small operator who had been attempting to develop the 
process of selling natural cheese in small packages, 

Mr. Houtrzman. Did you discuss Da-112? 

Mr. Anperson. Well, no; we did not discuss Da-112. We discussed 
the possibilities of how this price support drop might affect the pro- 
gram and whether or not anything should be done about it. 

Mr. Horrzman. Did you discuss potential remedies for this drop 
in price at that time? 

Mr. AnvErSON. I imagine the dean and Berst both suggested ideas 
tome. That was the general nature of the conversation. 

Mr. Hoitzman. Was anything about Da—100 or Da-112 suggested 
in that conversation or both of them at that time? 

Mr. Anverson. I cannot recall specifically whether they suggested 
anything exactly like that or not. 

Mr. Hotrzman. Did they suggest something similar to it? 

Mr. Anverson. I assume they did. I am not positive. 

Mr. Houtrzman. Actually you were discussing the potential reasons 
for this Da—-112? 

Mr. Anperson. There is no question about that. 

Mr. Hotrzman. And it would follow practically as a matter of 
course ¢ 

Mr. Anprerson. A discussion very similar to this undoubtedly en- 
tered into the conversation. 

Mr. Hourzman. Now you told this committee that you were very 
careful about discussing this problem generally with the industry in 
your previous testimony. Do you recall that? 

Mr. Anperson. Yes. 

Mr. Hourzman. And yet you discussed the problem with the dean 
of the Wisconsin Agricultural School and Mr. Berst; is that not so? 

Mr. ANpeERSON. Yes. 

Mr. Horezman. Well, now, you also told us that you were con- 
cerned about knowledge generally getting around because the industry 
might react unfavorably; is that not so? 

Mr. Anperson. Yes. 

Mr. Horrzman. Well, now, Berst was part of the industry; was he 
not? 

Mr. Anperson. Yes. 

Mr. Hourzman. So that that concern which you had about letting 
knowledge get around did not concern you too much when you spoke 
to Mr. Berst ? 

Mr. Anperson. Oh, yes, it did. 

Mr. Hottzman. Nevertheless you discussed the problem with him; 
did you not ¢ 

Mr. Anperson. I listened to the dean and Carl Berst present these 
problems: to me and I undoubtedly presented some of the situations 
that face us. I did meet at the request of the dean. 
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Mr. Horrzman. Do you think that Mr. Berst probably could have 
got some advance notice that such a program was in the wind at the 
time of that discussion ? 

Mr. Anpverson. I do not see how he could have, and I do not know 
what benefit it would have been if he had. I certainly did not com- 
mit myself to the proposition that we were going to have any program 
at that time. 

Mr. Hourzman. Well, how much investment would you say would 
be required to have an inventory of about 5,250,000 pounds of this 
kind of cheese, roughly ? 

Mr. ANDERSON. Well our purchase price was 37 cents a pound— 
5,250,000 pounds times 37 cents. 

Mr. Hotrzman. I think simple arithmetic will show that about a 
$2 million investment would necessarily be required. 

In addition to that, the records will reflect that Mr. Berst, this 
fairly small operator who sat in on this conversation in advance, got 
himself a check for about $100,000. Is that so? 

Mr. Anverson. I don’t know. 

Mr. Hottrzman. Suppose you check your record ? 

Mr. Anperson. Well, I just have the report of the poundage. 

Mr. Hottzman. Suppose you compute it quickly and see if I am 
about right. 

Mr. Anverson. About $150,000. 

Mr. Hotrzman. So that this fairly small operator, not in the class 
with Kraft or Borden or any of the larger firms, got himself about 
$150,000 on this deal. Is that not so? 

Mr. AnpERSON. Yes. 

Mr. Hotrzman. And this is the same fellow with whom you dis- 
cussed the problems confronting the industry and Commodity Credit 
in advance of the initiation of the program ? 

Mr. ANDERSON. Yes. 

Mr. Hourzman. Now, were you not concerned at the time—you 
knew Mr. Berst before—— 

Mr. Anperson. I have known him for many years before this. 

Mr. Hotrzman. You knew he was in business; did you not? 

Mr. Anperson. Yes, sir. 

Mr. Hourzman. Did you know he was an operator of that size, a 
man who had $2 million or so invested in that business? 

Mr. Anperson. I had no knowledge what his business was. 

Mr. Hotrzman. You knew him fairly well personally ? 

Mr. Anperson. Oh, yes. 

Mr. Hourzman. Did you try to find out before talking with him 
as to what size an operator he was? 

Mr. Anperson. No, sir. I recall I was not aware of the fact that 
he was going to be there when I walked into the dean’s office. I had 
no chance to press an investigation. The dean, as I recall it, stressed 
this was a general matter—I may be wrong. 

Mr. Hotrzman. Whether or not he did, when you saw him there 
were you not then concerned, knowing that he was in the business, 
that he could possibly, if he were so inclined, and I make no charge 
at this time, set himself up with a very substantial inventory knowing 
in advance that the Department was considering a departure from 
Da-100? 
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Mr. Anperson. Mr. Holtzman, are you suggesting that on that 
basis a man would go out and run the risk of Investing more money 
in cheese ? 

Mr. Houirzman. Did you give it any thought? 

Mr. Anperson. Whenever I am talking with anybody in industry I 
give concern to whether I will drop any advance information as to what 
the Department is apt to do, and I assume I was concerned every mo- 
ment that Mr. Berst was in the room. In fact, sir, I would give 
exactly the same concern if Berst had not been in the room and the 
dean had been in there by himself. 

Mr. Hotrzman. Do you know how much cheese Berst had on hand 
at that point? 

Mr. Anpverson. No; I had no idea. Here is an interesting point— 
if the belief is that there was a possibility that after that time Mr. 
Berst went out and acquired a large inventory, we have ways of find- 
ing it out if it is worthwhile. 

Mr. Hortrzman. I think the possibility that he had a large inventory 
and perhaps was looking for a way to get bailed out from an inventory 
loss is also very important, and again I make no such charge. I am 
simply questioning the advisability of discussing a program of this 
kind with a man who was in the business when you yourself state that 
you had to approach the industry with a great deal of caution. 

Mr, Anperson. Let’s make one thing clear. If he added to his inven- 
tory when he knew that the price-support program was going down he 
is a very poor businesman. 

Mr. Houirzman. I am not worried about that. I just do not think he 
should have been consulted in advance. If he had a substantial inven- 
tory, then he possibly could have got some advance information of at 
least the fact that the Government was considering doing something 
for people in that situation because of the decline in prices. Do you 
not think it is possible that a reasonably bright man could have assumed 
or could have gathered from your discussion that the Government was 
entering into a new type of program or might enter into a new type 
of program ? 

Mr. Anperson. I assume, Mr. Holtzman, whether we are entering- 
whether we are contemplating a new type of program or not, that, 
whenever I am discussing problems with anyone from industry, every 
minute they are sitting with me they are trying to get some advance 
information and I guard myself all the time against it. I try to doso— 
I would do so. At the moment I know there are some people up in 
Wisconsin who are arguing that the price of cheese is low relative to 
the price of butter and powder. Some people think maybe we are going 
to take action on that; some people do not. Any time that I am facing 
an industry man I assume that he is in business to make money, which 
is a very worthy enterprise, and I think maybe it was still worthy for 
Borden and Kraft to make what they did. I know you do not question 
that. But any time you, as a Congressman, or I as a member of the 
executive department, are facing one of those people we are aware of 
the fact that we have to be very, very careful. 

Mr. Hotrzman. You did not discuss this with Borden and Kraft; 
did you? 

Mr. Anperson. So far as I know no one from Kraft ever did raise the 
question of what the results of the drop in support level might be. As 
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I have checked some of the records, I think that one gentleman from 
Borden did come down one time to present some of the problems that 
might face them. Iam not sure about that. I am sure about this other 
meeting. I have not even the faintest recollection of anybody from 
Kraft—the company that did this very efficient job—of even coming 
and mentioning this problem to me. 

Mr. Anperson. I was not discussing a proposed change. 

Mr. Hotrzman. It is difficult for me to understand how you can 
discuss this proposed change with caution with the industry. 

Mr. Horrzman. You were discussing a problem, were you not? 

Mr. Anverson. Berst and the dean brought the problem to me and 
they discussed the problem with me. 

Mr. Horrzman. Did you discuss possible remedies to the problem ? 

Mr. Anperson. I have no doubt but what they discussed possible 
remedies to me. 

Mr. Horrzman. You did not say anything with respect to the 
possibilities of a change. You just listened, as I take it. 

Mr. Anperson. I will always say that at any time like this it should 
be very clear that anything I may have said does not indicate in 
“= way what the Government may or may not do. 

cr Fountain. In other words you made no commitments of any 
kin 

Mr. Anperson. That is one thing, Mr. Fountain, you know even 
better than I do that, we have to watch all the time—it is very 
important. 

Mr. Hourzman. Do you know whether Mr. Berst requested this 
get-together with Dean Froker or whether the dean requested: it ? 

_ Mr. Anverson. I do not know; I assume Berst requested it. 

Mr. Hottzman. Did he say he had a large inventory on hand? 

Mr. Anperson. Yes; he was concerned about that, and he may have 
found out something from me that would help him. Of course, there 
is always a possibility in a conversation that something may have 
slipped out. That is a possibility that we have got to be on guard 
against all the time. 

“Mr. Fountatn. I guess they do try to get advance information ? 

Mr. Anverson. Believe me, sir, they try. 

Mr. Naventon. Mr. Anderson, was Mr. Berst concerned about 
having too much cheese on hand with this prospective drop approach- 


ing? 

Mr. Anpverson. No; I think probably his concern was the other way. 
His problem was: “Do I have to reduce my inventory? How much 
sacrifice of sales do I have to make in April in order to protect what 
resources I have?” That is the type of problem that Mr. Berst 
seemed to face. 

Mr. Navcuton. He was concerned about the approaching drop, 
that he might have to reduce his purchases ? 

Mr. Anverson. As I recall he already had. Of course, that is not 
exactly what they do. In a particular time like this, and this report 
out of Madison reflects it, what they do is to transfer current pur- 
chases into a form that they know could be sold to the Government. 
What was done generally I assume was to ask the factory to stop 
making cheeses that were not already salable to CCC and start mak- 
ing the types that were salable. That is the practice. He would 
still try to keep his factory, but he would ask the factory to stop 
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making a 10-pound block and start making Cheddars, and if the 
factory at the time had the equipment the factory would do that and 
he would send them right into the CCC invenatory. That was the pro- 
cess that tended to dry up the availability of certain types of cheese 
during the early part of April. 

Mr. Hoirzman. Mr. Chairman, prior to Da-112 had Mr. Berst sold 
the Government any cheese ? 

Mr. Anverson. Well, as I say 

Mr. Hourzman. To your knowledge. 

Mr. ANperson. To my knowledge, no. 

Mr. Hotrzman. You know him a little better than you do the aver- 
age representative or the average company—I think you said that—I 
am not trying to put any words in your mouth. You have known him 
personally for a long time? 

Mr. Anperson. Yes; I have. 

Mr. Hotrzman. You would have a recollection, would you not? 

Mr. Anperson. I would not even know. 

Mr. Hotrzman. Will you find out? 

Mr. Anverson. Well, I will find out just as soon as the tabulation 
can be made. 

Mr. Knox. Mr. Anderson, you have given a rather detailed account 
of what has happened under Da-112. I believe it would be in the best 
interest of this committee that we should have an accounting of the 
procedures that were used and whom the purchases were from and 
oon you sold it to in the cheese market from the conception of the 
CCC. 

Mr. Anpverson. Well, as I mentioned while you were out of the room, 
we have tried. The Administrator, Mr. Earl Hughes, has asked for 
that, and we will try to get it for you. It is a matter of going back 
through the records and tabulating them. Now, more recently we 
are putting all this material on IBM machines and that will make it 
possible to get it quickly. It is going to be a problem. But I think, 
Mr. Fountain, and Mr. Knox, it is going to be worthwhile to do that. 
The records are there, but as individual transactions and we simply 
have to tabulate them. 

Mr. Knox. Mr. Anderson, do you recall as to whether or not there 
ever was an opportunity by the small processor or the small operators 
to participate in the program prior to Da-112? 

Mr. Anperson. Well, I think, Mr. Knox, Da-112 did have some 
effect in aiding them. They have always had the chance if they could 
assemble up a carlot but they had to get a carlot of cheese together to 
do so. I think we could reexamine the question of whether or not we 
should break down the carlot limitation. 

Mr. Fountarn. It seems to me if you feel that you have got to buy 
from everyone that you might give consideration to that because there 
are probably a lot of small operators. 

Mr. ANpErsON. Well, the carlot is one form of limitation as to who 
sells to us. That is correct. 

Mr. Knox. Well, my thinking is also, Mr. Fountain, that if the 
Government is going to buy cheese for that purpose of supporting the 
farm price and also to bring a fair price to the consumer, that there is 
about only one way that you can achieve it and that is to have it broad 
enough that everyone who cares to participate may do so. 
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Mr. Fountain. Unless you are going to draw the line somewhere so 
that you can buy it from the individual who is closest to the producer. 

Mr. Anperson. Where you are doing to draw the line, of course, is a 
question. 

The question Mr, Naughton brought up about the Superior Cheese 
Co. which, I think, is the $ Safeway assembler—y ou see, the small pro- 
ducer up there makes a vat or two of cheese and does, not paraffin it. 
He sells it off to an assembler and the assembler sells it to a distributor 
or to CCC. So there is between the farmer and the first fellow that 
ever gets a carlot at least the factory and assembler. In Wisconsin, at 
least, it is almost. necessary to have two steps between the farmer and 
the CCC, 

Mr. Founrarn. You have talked about the manufacturer, processor, 
handler, and assembler, and I think the other day you distinguished 
between a processor and manufacturer. As I recall it the announce: 
ment which we have talked so much about said that CCC would re- 
ceive offers from manufacturers and handlers. Just what is a 
handler ? 

Mr. Anperson. A handler as I thought we were using the term can 
be anybody who handles cheese in the quantities under the specifica- 
tions we specify. 

Mr. Founrarn. What is an assembler / 

Mr. Anperson. An assembler in the technical sense is a man or a 
company whose main activity is assembling cheese from the small 
cheese factories, bringing it into a warehouse where it is paraflined, 
stored, graded, assembled into car lots and shipped to distributors. 

To continue, I think this list contained both the Borden and the 
Lakeshire Marty Co., which, for example, is the assembler for the 
Borden Co., the same as Superior was for Safeway. 

in some areas you will not have assemblers. In an area like I think 
Idaho, which is probably typical of areas where the cheese factories 
are much larger, and one of the problems we have today in establish- 
ing an appropriate purchase price that applies all over ‘the country is 
that in Wisconsin we have this small cheese factory and assembler 
and in some other areas we have the large cheese factory who can avoid 
the cost of an assembler and it makes a difference in what the farmer 
gets. 

Mr. Hourzman. Mr. Chairman, I am trying to refresh my own 
recollection. Do you tell us, Mr. Anderson, that in this conversation 
with Mr. Berst and the dean, Mr. Berst expressed concern about. in- 
ventory which he had at that time ? 

Mr. Anperson. It is my recollection that he did. 

Mr. Hourzman. Well now, I think we have some surprising figures 
for you because this occurred in February of 1954, and I am going to 
ask counsel to read the porns me made by Mr. Berst in the months 
of February and March of 19 

Mr. NavGuton. We have omni some information from Mr. Berst 
containing some very detailed figures about his purchases. From. this 
information, we have approximated the purchases he reports making 
in February and in March. 

In February Mr. Berst reports purchasing approximately 1,713,000 
pounds of cheese. In March Mr. Berst reports purchasing approxi 
mately 1,350,000 pounds of cheese, for a total of a little over 3 million 
pounds in February and March. 
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Mr. Hourzman. And this was at a time, sir, when he was concerned 
ubout having a heavy inventory in his possession. 

Mr. AnprErson. Does it show what he bought the previous year or 
the year before ¢ 

Mr. Naveuron. | do not recall whether the information shows that. 

Mr. Houraman. Assuming that he bought the same amount or even 
more the year previous, in view of his concern about the large in- 
ventory which he had at hand does it not surprise you that he made 
thase purchases ‘ 

Mr. Anprerson. No; not at all. 

Mr. Navenron. Were these purchases from various scattered cheese 
factories ? 

Mr. Anprrson. I do not know. He knew that under Da-100 if he 
had Cheddar cheese he could sell it to the Government. Those figures 
as far as I am concerned—of course they arouse my curiosity, so I want 
to conduct some further investigations, but they have—— 

Mr. Hourazman. I think you should. When a man is concerned 
about a large inventory and keeps buying in very substantial quan- 
tities I think it should arouse your curiosity. 

Mr. Anverson. What else could he have done? If he had his fae- 
tories change over to Cheddar, he could bring them in for assembling 
into earlots and offer them to the Government immediately. I am 
curious, Mr. Holtzman, and we will see what else we can find out 
about it. 

Mr. Hotrzman. I respectfully submit you should. 

Mr. Founrarx. Do you have any way of knowing what he paid 
the cheese factories for the cheese ? 

Mr. Anperson. This was from his regular source of supply, | 
assume, since this- 

Mr. Naventon. These are not necessarily his entire purchases for 
these months—they are merely the amounts which he later sold and 
repurchased under Da-112. He may have bought other cheese. 

Mr. Horrzman. The quantity of cheese which he purchased during 
February and March is the amount he actually sold under Da-112 
to Commodity Credit? 

Mr. Navuaeuton. Yes, sir. This 3 million pounds is a part of the 
5,250,000 pounds for which he received payment under Da-112. 

Mr. Hoitrzman. That represents 3 million pounds which he did not 
have before he discussed this problem with you and Dean Froker in 
February of 1954. 

Mr. Anpverson. It states 3 million pounds. 

Mr. Naventon. He sold you over 5 million, but he apparently had 
some on hand before February. In January he bought 916,000 
pounds. 

Mr. Houtrzman. Mr. Chairman, I have a line of questions, if I may 
proceed. 

Mr. Fountarn. Go ahead, Mr. Holtzman. 

Mr. Horrzman. Now the industry advisory committees nes 
by Secretary Benson started discussing the problem as far back : 
1953. Is that not so? 

Mr. Anperson. What particular problem, sir? 

Mr. Hourzman. Purchase and resale of dairy products. I am talk 
ing about = general proposition of selling and buying back. 
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Mr. Anperson. I will again have to go back to the records. 

Mr. Founrarn. You mean that the dairy industry had made a rec- 
ommendation similar to Da—112? 

Mr. Anverson. Not only had the dairy industry made that recom- 
mendation to the Congress but I think you read the United Press re- 
lease. However, there were, as I recall it, some dairy advisory com- 
mittees which discussed the merits of the purchase program versus the 
merits of the payment program. 

Later there were perhaps two meetings of a group called in by Mr. 
Clair Francis. They met in the Department of Agriculture. Their 
immediate concern was how to reduce CCC’s inventory of butter and 
cheese. 

At that time there was a proposal made that a scheme be worked out 
where the cheese would be resold at a reduced price to manufacturers 
of cheese by one group’s suggestion or to retailers of cheese by another 
group. The theory being that if the average cost of the cheese to 
these people were reduced that reduction would be passed on to con- 
sumers and it would result in a greater consumption of cheese. 

None of those plans for increasing the consumption of cheese were 
adopted. 

It happens that the Congress amended section 416 of the Agricul- 
tural Act of 1949 and authorized Commodity Credit Corporation to 
use its funds to repackage and pay inland freight, and as a result of 
that action of Congress it has been possible for the CCC to dispose of 
large quantities of butter and cheese in welfare programs and that 
has resulted in a reduction in inventory. 

Mr. Hotrzman. Mr. Anderson, you know, of course, that quite a 
few of the individuals appointed by Secretary Benson to the dairy 
advisory boards are connected with the business firms—and there is 
no sinister connotation intended—who have derived a benefit from 
Da-112; is that not so? 

Mr. Anperson. We understand your remark, and the answer is 
“Vas,” 

Mr. Houttrzman. Can you tell us the names of some of these people? 

Mr. Anperson. Which advisory committee do you want? 

Mr. Hourzman. Any of the dairy advisory boards set up by Secre- 
tary Benson. 

Mr. Anpverson. Well it. would be more accurate if we supplied you 
with a list of them. 

Mr. Reece. What benefits do you have in mind that they received 
from the support program. You answered that “Yes.” 

Mr. Anpverson. I am attempting to facilitate this hearing. I am 
accepting Mr. Holtzman’s language. 

Mr. Reece. Well you have to be careful about answering that. 

Mr. Ho.itrzman. Let me say this for the benefit of Mr. Reece. I 
have no desire to trap Mr. Anderson or to embarrass him either. 

Mr. Reece. I would just like to interject if I may. 

Just keep in mind that the majority of the committee has counsel 
who has prepared questions in advance, who has made questions in 
advance, who is pursuing a line of questions—not for the purpose 
of putting the Department in a favorable light nor the members 

Mr. Hotrzman. I take serious exception to that, Mr. Chairman. 

Mr. Reece. In a favorable light, whereas the minority on the com- 
mittee of which I happen to be one and it is impossible for me to be 
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here all the time, has no one to brief him on what has been prepared 
or what line of questioning might be pursued in his absence. I am 
not appearing as a defender of anyone, but I am appearing—but I 
do have an interest in the — handling of the overall support pro- 
gram so as to have an overall support program in a way that con- 
tributes most to the stabilization of prices and accomplish the purpose 
of the act so far as the industry is concerned. 

I am a little at a loss that the minority has no information about 
the preliminary work that was done—no information about the pre- 
liminary conferences that were held with the officials of the Depart- 
ment. So that when we come into the committee room we come in 
completely blind as to what has happened as to the procedures, as 
to the purpose of the studies. 

Now that was not true in some of the earlier studies that we had, 
Mr. Chairman, when Mr. Naughton came to me as the ranking mi- 
nority member and discussed with me the line of inquiry that was 
contemplated. But here, so far as I recall, there has never been one 
word said to me as a ranking minority member about the line of the 
inquiry, about the purpose of the inquiry, about the facts that might 
have been developed. 

That is what arouses some question in my mind. I do not mean to 
submit a question about anything improper that might have taken 
place, but a question in my mind about whether this study is as com- 
pletely objective as some of the other studies might have been. 

Mr. Fountarn. Mr. Reece, I will say this. So far as I am concerned 
it is an objective study. Of course, where you run across information 
which may arouse some question you may not always seem to be 
objective. Sometimes, even if you happen to believe there is nothing 
wrong, you have to ask a question in order to get the answer on the 
record. 

Now, as I recall, when we went into this thing I suggested to Mr. 
Naughton that he prepare a memorandum of all of the facts which 
are the foundation for this investigation, and that memorandum was 
submitted to you and to the other minority members. 

I would like to ask you this—have you ever called on Mr. Naughton 
for any information which he did not give to you ? 

Mr. Reece. No, not at all. 

Mr. Fountain. Well I just want to know 

Mr. Reece. But in this instance I have been at a loss to know what 
the purpose of the study is, and even so far as I have been able to 
observe there has never been a pound of cheese resold, I mean resold 
by the CCC at less than the support price. 

Is that the way you dueted ? 

Mr. Horrzman. Is this by way of finding the facts or defense that 
you protest so much ? 

Mr. Reece. As I raised the question yesterday, yesterday was the 
first indication I had what the purpose of the study was—the validity 
of Da-112. I did not know that until the chairman referred to it 
incidentally—it resulted in a colloquy that developed that information. 

Mr. Houtrzman. Does the gentleman have any criticism of counsel 
here or the chairman in the manner in which they have handled the 
preliminary part or the hearing itself? 

Mr. Reece. I am not criticizing anybody. 

Mr. Horrzman. I wanted that for the record. 
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Mr. Reece. But I do feel that in a study of this kind that the 
minority should be in a position that is equal to the position occupied 
by the majority and of equal access to the information. 

I was recently a member of a committee that resulted in a great. deal 
of controversy, but one of the rules that we adopted was that no 
hearings should be held by the committee unless there was a quorum 
present and one member of the minority was represented, and that 
was always strictly adhered to, despite some of the criticisms that 
arose with reference to it. 

Mr. Fountain. Now, Mr. Reec e, of course you have been here much 
longer than I have : and I am anxious to learn about these procedures. 
This is the first time I have had this responsibility as chairman of a 
committee, and I am frank to say I was reluctant to accept it. I have 
no intention of using a chairmanship to further any personal aspira- 
tions—it is simply an added burden. But do you take the position 
that I as chairman, in making my preparation for examination and 
for getting information should give you a list of all of the questions 
which | might prepare preliminary to the examination ? 

Mr. Reece. No; I do not take that position, but I feel—— 

Mr. Founvarn. All of the information of the committee is available 
to you. 

Mr. Reece. I feel that I ought to be put in a position to make com- 
parable preparation myself. 

Mr. Founrain. Well, maybe, in working this thing up with so 
much information to examine, we did not send Mr. Naughton around 
to talk to every member of the committee. That would take a 
tremendous amount of time, but all of this information was available 
to you. I announced when I assumed this responsibility that there 
would be no information in the committee that was not available to 
every member of this committee regardless of party affiliation, and 
that so far as I was concerned we were not going to cover up anything. 
But. we have to examine a great deal of information, and it is rather 
difficult for the counsel of the committee to go to each individual 
Congressman, find him at an appropriate time and go into detailed 
analysis of everything that is going to be covered. 

But I might say this—whenev er you want any information from the 
committee do not hesitate to call for it. 

Mr. Rercr. Well, as you say, we are all very busy, and that is par- 
ticularly true in the closing period of the session, so that it is im- 
possible for any one member on his own initiative to devote the time 
necessary to do all the preliminary work which might be required 
in de veloping a case. I think that possibly you more than anyone 
else are in a position to recognize that. 

Mr. Founrarn. Surely. 

Mr. Reece. And I feel that it is more or less unfortunate that we 
have to go into this hearing right here in the closing days when there 
are so many things in connection with the work of Congress that 
engage our attention. ’ 

Mr. Fountain. Well it just happens 

Mr. Rexce. I just have to be on the floor when the House opens its 
session today, Mr. Chairman. 

Mr. Fountain. I want to ask you this, Mr. Reece. 

Did Mr. Naughton not send you a digest of the testimony of our 
previous hearing on this matter? I asked him to make me a digest 
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and to supply all of the members of the committee with a digest of 
the testimony which had been given before this committee so that you 
would have a chance to refresh your recollection a little better. 

Mr. Reece. Of course he did. I am not making any complaint of 
Mr. Naughton—I am very fond of him, so that that is not the question 
at all—and I am not putting the responsibility on anybody else—I 
am accepting my share of the responsibility. I am so completely over- 
whelmed that it is impossible for me to do everything that I ought 
to do. ; 
Mr. Founrarn. And I have the same responsibilities with respect to 
my constituency that you do, and I am sure that you do not feel that 
you and I would have time for us to get together and go into all of 
these things. 

Mr. Reece. Now then, I do just have to be on the floor at 12 noon. 
Mr. Fountain. I think, Mr. Reece, we probably would have al- 
ready finished in 20 minutes, and we may still finish in 20 or 25 
minutes. 

Mr. Reece. Probably it is just unfortunate that I cannot be here. 
Mr. Fountarn. At least, I am hoping we will finish—— 

Mr. Reece. Well I just cannot be here all the time. 

Mr. Houtzman. Mr. Chairman, I want to ask Mr. Anderson, can 
you give us some of the names of these individuals? 

Mr. Reece. Mr. Chairman, and that again is a question I think, 
while it is perfectly proper, should not be propounded to a subordinate 
about the Seoretiiey’s advisory committees. The membership on these 
committees are a matter of public record and, of course, he is going to 
get an adviser from within a certain industry 

Mr. Horrzman. Then there would be absolutely nothing wrong in 
giving us the names—it is a matter of public record, and with the gen- 
tleman’s permission I would like to continue 

Mr. Reece. I suggest that the House is in session and the commit- 
tee has no right to sit. I would be glad to come back after 2 o’clock. 

I hesitate, in view of the attitude that at times I have felt unfor- 
tunately reflected, and that is not saying that it is an improper attitude 
in any way at all but one that is not altogether judicious and I think 
that a member of the minority ought to be present. I would just as 
leave Mr. Knox or Mr. Krueger be here as myself, but as one of the 
members I feel 
Mr. Fountain. Do you take the position that we should stop the 
hearings of the committee because a member of the minority cannot be 
here? 

Mr. Reece. Yes, sir. 

Mr. Founrarn. I think it is pretty well-known that there are a 
number of committees that have to sit while the House is in session; 
otherwise we would never get any business attended to. Under the 
House rules this committee has the authority to sit when the House is 
in session—it is one of the three standing committees of the House that 
has that authority. I brought that to Mr. Reece’s attention the 
other day. 

Mr. Reece. I thought that was the committee as a whole. 

Mr. Fountatn. No, my information is that the Government Oper- 
ations Committee, or any subcommittee thereof is authorized to sit 
while the House is in session. 
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_ Mr. Reece. Well, is there any limitation on the quorum or who may 
sit ¢ 

Mr. Founrarn. The rule we adopted by a unanimous vote during the 
Dunbar hearings, because it was impossible for every member to be 
present, was that two members of the subcommittee could take testi- 
mony. 

Mr. Reece. Yes; well I have to be on the floor. 

Mr. Founrary. And we also included in that rule that we would 
not take testimony unless the minority members were notified. 
Frankly I do not think it is going to take much longer— 

Mr. Reece. I am going to leave it to the discretion of the Chairman. 

Mr. Fountarn. I am sorry as I can be that you are leaving. 

(Whereupon, Mr. Reece left the hearing. ) 

Mr. Founrarn. I would like to put into the record, since Mr. Reece 
has questioned the authority of this committee to sit while the House 
is in session, rule 11, section 8, subparagr aph (d) of the Rules of the 
House of Representatives, entitled “Committee on Government Opera- 
tions :” 

For the purpose of performing such duties the committee or any subcommittee 
thereof when authorized by the committee is authorized to sit, hold hearings, and 
act at such times and places within the United States, whether or not the House 
is in session, is in recess or has adjourned, to require by subpena or otherwise 
the attendance of such witnesses and the production of such papers, documents, 
and books, and to take such testimony as it deems necessary * * *, 

Mr. Hotrzman. Mr. Chairman, may I ask the question I had in 
mind. 

Mr. Founrarn. Yes, sir. 

Mr. Horirzman. Can you give us any of those names from you 
recollection ? 

Mr. Anprerson. May I, if you please, say for the record, when I 
yielded to Mr. Holtzman’s use of the word “benefited” I was simply 
trying to facilitate the hearing and there was no such connotation that 
anyone benefited intended by I me. 

Mr. Horrzman. There was no such connotation intended except in 
the mind of the gentleman from Tennessee. 

Mr. Anprerson. You were asking me whether any members of the 
advisory committees had ever sold cheese to CCC or purchased cheese 
from CCC? 

Mr. Horrzman. Whether they participated in Da-112, more spe- 
cifically. 

Mr. ANDERSON. Now, Iam afraid, Mr. Holtzman, I am going to have 
to ask you again what particular committee you had in mind? 

Mr. Hourzman. The dairy advisory committee. 

Mr. Anperson. The dairy industry task committee under Secretar) 
Benson ? 

Mr. Hotrzman. Appointed by Secretary Benson. 

Mr. Anperson. As I recall, and this is all from memory, the first 
committee was brought in 

Mr. Naveuton. The dairy industry conference was called on Feb- 
ruary 17. 

Mr. Anperson. That was the 19-man group? 

Mr. Naventon. No. That-was.the:13-man group. 

Mr. Anperson. You have got the 13-man group? 

Mr. Navuauton. Yes. 
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Mr. Anperson. Why don’t we read them then? 

Mr. Hotrzman. I am going to have them read into the record. 

Mr. Naveuton. The press release of February 6, 1953, states: 

Secretary of Agriculture Ezra Taft Benson today sent telegrams to 13 dairy 
industry leaders—including representatives of both processor and producer 
organizations, and one educator, James H. Hilton, dean of the School of 
Agriculture, North Carolina State College, to begin meetings here on February 
17 upon problems facing the industry. The telegram, which went to the persons 
listed below, said: 

“IT am asking you and 12 other persons representing the various segments 
of the dairy industry to meet here with USDA officials February 17, 9:30 a. m., 
room 218A, to discuss dairy problems, particularly those relating to extension 
of the dairy support program and restrictions on foreign imports. We are 
anxious to afford representatives of the industry full opportunity to participate 
with us in working out necessary solutions.” 

The names follow, and those of the persons whose firms participated 
in Da-112 are the only ones that I will name. 

Mr. Anperson. Why not, Mr. Chairman, just read the list or insert 
the list in the record ? 

Mr. Nauventon. We can insert the full list later. 

Mr. Hotrzman. We are going to give you these names because we 
have some questions based on them. 

Mr. Naventon. I will read the names: 

Russell S. Waltz, manager, Consolidated Dairy Products Co., Seat- 
tle Wash.; George mee general manager, ( ‘onsolidated Badger 
Co., Shawano, Wi is.; Leon A. Chapin, preside nt, Dairymen’s League 
Cooperative Association, New York, N. Y.; Daniel M. Dent, gener: al 
manager, manufacturing department, Borden Co., New York, N. Y. 
R. C. “Sneed, president, Plymouth Products Co., division of S: eas 
Stores, Inc., Oakland, Calif.; John Brandt, president, Land o’Lakes 
Creameries, Inc., Minneapolis, Minn. 

Now, Mr. E. W. Gaumnitz, executive secretary, National Cheese 
Institute, Chicago, II]l., is also on the list and, of course, the National 
Cheese Institute did not take part directly in Da—112 but is composed 
of some of the organizations that did participate. 

That was the February 17 conference. 

And on March 12, 1953, Secretary Benson called an industry work 
conference at which some 80 persons attended, and the names of those 
persons who attended that conference whose firms participated in 
the Da-112 program, in addition to those I have already named are: 

T. D. Lewis, Arden Farms Co., Los Angeles, Calif.; Frank Stone, 
Land o’Lakes Creameries, Minneapolis, Minn.; M. A. McCarron, 
June Dairy Co., New York, N. Y.; Joseph Woglom, Fairmont Foods 
Co., New York, Be 2s M. C onnelly, Kraft Foods Co., Nashville, 
Tenn.; W. A. Wentworth, the Borden Co., New York, N. ¥ 4 in ah 
Schreiber, president, L. D. Schreiber & Co., Inc., Chicago, Il].; Orval 
H. Ause, vice president, H. C. Christians Co., Chie ago, lil; J. J. Gaf- 
fney, manager-vice president, Land o’Lakes Creameries, Inc., P ly- 
mouth, Wis.; L. G. Butler, president, Lakeshire Marty Co., Plymouth, 
Wis. 

I note that Dean Froker of the College of Agriculture of Madison, 
Wis.; was also there although he was not, of course, connected with 
any of these firms. 

Mr. Brightman, executive secretary, Dairy Industry Committee, 
Washington, D. C., was present at this conference. He, of course, 
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was not connected with any firms directly which were involved in 
these transactions. 

Mr. Fountarn. Was that a conference dealing with Da-112? 

Mr. Naucuron. It was a conference dealing with the general prob- 
lems of the dairy price support program. 

Mr. Anperson. Mr. Chairman, the problem of Da-112 was not even 
in the imagination of men at the time these people met. 

Mr. Naueutron. They did talk about a aeclinbs-Duseks program ; did 
they not ? 

Mr. Anperson. Well, as I recall the primary problems involved in 
the first meeting on February 17 were, first, what should be the level 
of price support—there is no need now of discussing some of the in- 
teresting things that happened at that meeting 

Mr. Fountrarn. Did you ask for an opinion from your Solicitor 
General about purchase-resale arrangements as a result of the recom- 
mendation of the dairy industry meeting ? 

Mr. Anperson. I don’t know—I didn’t ask for an opinion. 

Mr. Suutman. I dare say that the request of that opinion did grow 
out of the interest industry had in a back payment method program. 

Mr. Anperson. Again, this may be a little broad—one of the prob- 
lems I think that we have had is that the first program of this kind of 
which I have recollection was the program for cheese that I mentioned 
to you the other morning, or afternoon. It was conducted during the 
war for the purpose of maintaining consumer prices at the level which 
the Government decided was desirable. For reasons that only the 
legal people can explain—I do not know what they were—it was some- 
thing to do with the nature of the law under which we were operating— 
that program could only be conducted by a purchase and simultaneous 
resale or other than by a payment. 

Now, for some reason that term has remained in the language. We 
have finally, I think, convinced some people that it is much clearer 
when they mean payment to say payment. Unfortunately, what was 
talked about at this meeting was the relative merits of a payment pro 
gram which the industry still persists in calling “purchase and resale.” 
To me this is very confusing in this comparison of one with the other. 

I do not recall that that was discussed at the February 17 meeting. 
The February 17 meeting was addressed primarily to the problems 
facing the Secretary in having to announce the first price support 
program under his administration. The later meeting, the work con- 
ference of the 90, was broken up into a series of committees. I think 
they did discuss the relative merits of all these different plans. 

Mr. Hoirzman. Did any of these individuals whose names were 
read by counsel talk to you to the best of your knowledge and recollec 
tion about the purchase-resale program ? 

Mr. Anverson. They undoubtedly talked to me about the merits 
of the payment program versus the merits of a purchase program as 
a method of price support, but it was not in connection with Da—112. 

Mr. Horrzman. It was not in connection with a purchase-resale 
program, the simultaneous program contemplated in Da-112? 

Mr. Anpverson. No; it was not in connection with that kind of 1 
program although they do use that term. I think everybody would be 
more clear if they said a “payment,” the kind of a payment plan we 
now have under the wool program, and, believe me, a payment plan 
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does not eliminate all these programs. Any advice I can get on lambs 
under the payment plan would be welcome. That problem is terrific. 

Under the wool program the Department has announced that they 
will assure that everybody that sells wool under certain conditions 
will get 62 cents a pound total. For the period April 1, 1953, to 
March 31, 1956, calculations will be made as to what average price 
they actually received in the market place. Now if that price turns 
out to be, let’s say, 48 cents—what I was trying to do was think of 
a number to make the arithmetic easy—the farmer will receive from 
the market place 48 cents, the Department is then under obligation to 
see that he gets the difference between 48 cents and 62 cents in the 
form of a payment to him. 

That is not exactly correct, because to insure that the farmer who 
produces the better wool gets a higher return than one who produces 
the poorer wool this is first calculated as a percentage and whatever 
he gets as a payment will be as percentage of the sales price he re- 
ceives. 

That type of program, as I recall, was discussed in this 90-man 
committee. I do not recall that it was mentioned in the earlier com- 
mittee. The thing they were concerned about then was the level of 
price support—should we buy only butter or also buy other dairy 
products—the various  differentials—differentials—grade—what 
would be the differential between grade A and B—and it was prob- 
lems of that type that were the immediate concern when the Sec- 
retary and his staff met in connection with announcing the program. 

Mr. Horrzman. Now, Mr. Anderson, can you think of any actual 
working dairy farmer who ever spoke to you about the purchase-resale 
program or Da-112, the advisability of setting it up, and so on? 

Mr. Anverson. Well, John Brandt was a * good dairyman but he 
is now dead, Leon Chapin, a very fine man, he has also left us. As I 
remember seven of those people on that first committee were repre- 
sentatives of dairy cooperatives. Russell Waltz is from a dairy co-op. 
I do not think Russell was a farmer so far as I know. 

Was W. P. Davis on that list, Mr. Naughton ? 

Mr. Navcuton. Yes. 

Mr. Anverson. He did not participate in Da—112 because he is 
manager of a bargaining company co-op up in the New England area. 
As I recall, 7 of those 13 were active managers of dairy cooperatives, 
and I am practically certain Mr. Brandt owned a farm at the time. 1 
think Mr. Chapin rtee a farm. Whether some of the other man- 
agers owned farms I do not know. It is a little hard to see what 
significance the question of owning a farm has because the finest 
farms I have heard by description in the State of Iowa are owned by 
the executive vice president of the Kraft Cheese Co. 

Mr. Hotrzman. You would not say that any of these men you have 
mentioned are farmers. I am talking about these people who occupy 
a dual capacity that you spoke of as managing agents or managers of 
one of the big co-ops. 

Mr. Anperson. The seven people who were managers of those co- 
ops thought in terms of the best interests of those co-ops and their 
dairy-farmer members. 

Mr. Houtzman. You told us, did you not, that Mr. Brightman of 
the dairy industry committee left an analysis of the pure hase-res ale 
program with you. Is that correct? 
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Mr. Anperson. As I recall, the dairy industry committee at one time 
printed an analysis of it and at another time he left with me a one-page 
analysis which I think he had distributed to a congressional committee. 
Mr. Brightman is behind us and he may be able to refresh our minds on 
this matter. I think I did say it was a one-page analysis, as I recall it, 
relative to costs of the payment program versus a purchase program. 

Mr. Fountarn. In connection with this, Mr. Anderson, I might read 
into the record 

Mr. Anverson. I might say that this was not the type of thing I 
think Da-112 was, but was the type of program now in the wool 
program. 

Mr. Founrarn. This is a statement of Mr. R. H. Farr, representing 
the American Butter Institute on April 6, 1954, before the House Com- 
mittee on Agriculture, part 20, page 3536, in which he says, showing 
the language which was used with respect to these kinds of 
transactions: 

Almost 9 months ago the major segments of the butter manufacturing industry 
recommended a so-called purchase-resale or rollback plan designed to encourage 
the consumption of butter and to avoid the continuing Government purchases. 


Even though the language of the Agricultural Act of 1949 did not specifically 
prohibit this type of program, it was the consensus of opinion of administration 


officials in Agriculture that this was contrary to the intent of Congress. Ac- 
cordingly we concur in and support the change proposed by a preceding witness 
to change title 2, section 201 (C) of the Agricultural Act of 1949 as outlined by 
Mr. O. M. Reed. Such a change will permit the purchase-resale or rollback type 
of operation herein recommended. The announced support level for the 1950 


crop plus a 15-per-pound rollback on all butter, including inventories, would result 
in an approximate retail price decline of 23 cents per pound. 

Now, of course, Mr. Farr, a representative of the American Butter 
Institute, was thinking in terms of a purchase-resale proposition. 

Mr. Anpverson. Mr. Farr is now in the employment of Fairmont 
Foods Co., and I imagine, Mr. Naughton, Fairmont Foods Co. sold 
some cheese under Da-112, 

Mr. Naveuton. Yes. 

Mr. Anperson. Mr. Farr, incidentally, was a former employee of 
mine in the old Dairy PLM Division of PMA. He worked for me. 

What he was talking about was this. In 1954 there were produced 
in the United States 1,022,480,000 pounds of cheese. That particular 
year the CCC purchased net, what it bought less what it resold to the 
commercial trade, 241,872 pounds. What Mr. Farr was saying is that 
we should purchase not 241,872—we should purchase it all—never 
get a pound of it into inventory—not a single pound—and then sell it 
yack. Why Mr. Farr goes through all that complicated procedure to 
accomplish what he wants, I do not know—what they are recommend- 
ing is that we do for butter and cheese what is now being done for wool, 
that we announce at the beginning of the year that we will assure to 
dairy farmers. There is a very interesting phase of it. One group 
says we should make the payment to the processor in the hope that it 
will go back to the farmer; the other group recommends that we make 
it directly to the farmer. 

Since the latter is the simpler let us use that as an example. In the 
year we said that we would guarantee the farmer $3.74. That would 
have been announced at the beginning of the year. The farmer would 
then know that he was going to get $3.74 from somewhere. During 
the next 12 months CCC would go out of the dairy business. We 
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would do nothing. We would have no offer to buy butter or cheese. 
We would have no offer of any kind. Then at the end of the year a 
calculation would be made of what the farmer received on the aver- 
age. If that turned out to be $8, then the farmer would submit to 
CCC his sales slips or what other evidence the regulation required as 
to how much product he sold—so many hundredweight of milk—and 
the county committee would then draw a draft on the United States 
Treasury for that quantity times 74 cents per hundred pounds. 

I must say I see no connection whatever between that kind of a 
program and the purchase program that was carried out under Da—100 
and Da-112. They are completely different. 

Mr. Founrarn. You do not think he was talking about that when he 
used the term “resale” ? 

Mr. Anperson. I think he was using an unfortunate term. He was 
saying that the way to make payments was to make a purchase and 
immediately resell. What he really was describing was a compli- 
cated method of making a payment. 

Mr. Suvutman. I think Mr. Farr was proposing the use of the pur- 
chase and resale in a manner involving the use of a payment method 
of price support. 

Mr. Naueuron. As I read Mr. Farr’s testimony, it would appear 
that he states that it was the consensus of opinion of administration 
officials in Agriculture that this program was contrary to the intent 
of Congress. He is referring, of course, to a purchase-resale program 
which you gentlemen have stated is different from Da-112. Now 
there are certain similarities in the fact that a purchase and a resale 
was involved in both of these transactions. That is correct; is it not? 

Mr. Suurtman. Certainly. 

Mr. Naucutron. Apparently Mr. Farr must have talked to someone 
who was qualified to give a legal opinion down in the Department of 
Agriculture about the purchase program. Did he talk to you, Mr. 
Shulman ? 

Mr. Suutman. I have no recollection of that. 

Mr. Naueuton. How about you, Mr. Cooper ? 

Mr. Cooper. Not during this interval, no, sir. I know Mr. Farr 
back from many years ago, but I have not seen Mr. Farr in the last 
3 or 4 years—not during this interval. 

Mr. Nauenton. Did any other person talk to you about the pur- 
chase-resale program in the dairy industry ? 

Mr. Cooper. Yes, sir, as prepared by the industry. 

Mr. Nauventon. That is what you stated. 

Mr. Coorer. There has been mentioned to me, and I have discussed 
the so-called purchase and resale on this broad scope, but whether it 
is precisely that industry or others, may have recommended I am not 
in a position to say. I work with many individuals in the departments 
who are charged with program responsibilities. They do come to their 
attorneys to discuss possibilities, ways and means, and through that I 
have discussed with various individuals, Mr. Anderson here, Mr. Pat- 
rick Healy, who is concerned with this particular item, Mr. Wendell 
James, and others, on aspects of this type of thing. I think they know 
and did know our views with respect to use of purchase and resale in 
limited areas of operation and as a wide means of accomplishing a 
payment program. 
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Mr. Navenron. Did you tell them then that the purchase and resale 
method proposed by industry which you understand is different from 
Da-112 was illegal? 

Mr. Cooper. I have held the view that a purchase and resale pro- 
gram which would have for its objectives the carrying out of a pay- 
ment program as a means of price support, having the consequences 
of that type of a program of allowing the price to consumers to 
drop—— 

Mr. Hourzman. Will you yield on that point ? 

Mr. Fountarn. Yes. 

Mr. Honrzman. Again we go back to the words “objective” and 
“intent.” It was my under standing ¥ yesterday agreed to by Mr. Ander- 
son that the intent of the Department had absolutely nothing to do 
with the legality or illegality of it. 

Mr. Suurtman. I do not think you are correct, Mr. Holtzman. The 
question here is how in fact did the program operate? Did it reduce 
the price to the consumer below the support price ? 

Mr. Hortzman. Do we agree now that the objective and the intent 
of those who authorized this. program has nothing to do with the legal- 
ity or illegality of the program ¢ 

Mr. Suutman. I do not agree with that. I think the purpose you 
have in mind has a great deal to do with the legality of any operation. 
You necessarily have an objective in mind when you determine to 
operate in a particular manner. 

Mr. Hourzman. If you were talking about criminal responsibility 
I might be inclined to agree. 

Mr. SuutmMan. You never devise a program without an objective. 

Mr. Hourzman. Do you tell me that by merely saying and mouthing 
that we intended to support prices to the producers that that makes 
it so? 

Mr. Suutman. I say your objective in doing something is extremely 
important to the legitimacy of what you set out to do. 

Mr. Horrzman. Suppose we assume then that the objective back in 
your minds was wholesome and pure and you intended to carry out the 
price support program. What difference does that actually make in 
the legality or illegality of Da—112? 

Mr. Suviaan. A ver y great difference in my opinion. 

Mr. Hourzaan. I would agree with you if you were to come in here 
and say honestly that you never intended to follow the intent of Con- 
gress. Then it would play a part. 

Mr. Suutman. I would like to make it clear, sir, that the objective 
in carrying out a program has a very great deal to do with the legality 
of it. Congress in providing a price support had an objective. I think 
the objec tive of the Department plays an extremely important part in 
determining whether a particular program is lawful. 

Mr. Hoitzman. Assume now as a matter of fact and a matter of 
law that your objective was completely wholesome and pure, it would 
not necessarily follow that the program is legal, would it? 

Mr. Suutman. Yes, sir. If you have statutory objective and you 
devise a program which in your judgment is best calculated to meet 
that objective, I think the program is a Jegal program if the statute 
has vested in you the responsibility for determining the type of 
program. 
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Mr. Houitzman. Even if the law proscribes what you are doing? 

Mr. SuHuuman. Certainly, not if the law proscribes what you are 
doing. Here the law rests full and final authority in the Secretary 
to determine the extent and the terms and conditions of price-support 
operations. Congress went to great lengths in section 412 of the 
1949 act to make it clear that the determinations of the Secret: ry 
and those acting pursuant to his authority would be final and con- 
clusive in these matters of price support. 

Mr. Hotrzman. I do not want to prolong this, but it seems to me 
that this is the nub—— 

Mr. Suutman. I am sure we could sit here and discuss this prob- 
lem all day. I think we have opposite views, and I do not think that 
discussing them here we are going to be able to reconcile our differ- 
ences, sir. 

Mr. Houtzman. Just for the sake of argument, let us assume that 
Congress enacts legislation to subsidize sheep. Let us also assume 
that it is the definitely expressed and clear intent of Congress to sub- 
sidize sheep. Assume further that it is your completely honest inten- 
tion to carry out the intent of Congress, and you then decide that 
if you subsidize puppy dogs in Jersey City that this would enure to 
the benefit of sheep. Now, in your opinion, would this be legal ¢ 

Mr. Suunman. Well, sir, that is a very extreme question. Obvi- 
ously it does not have any relationship to the program we are talking 
about. 

Mr. Hotrzman. It is extreme—there is no question about that, but 
it does point up the question we are discussing. 

Mr. Suutman. If Congress specifically vested in a particular offli- 
cial full and final responsibility for a determination and the determi- 
nation was made in good faith and was not arbitrary, I believe it would 
be a valid determination. 

Mr. Horitzman. Now, in this example, your intention and your 
objective would play very little part in the ultimate determination 
as to the legality or illeg gality of the transaction, would it? 

Mr. Suutman. C ertainly not, sir. 

Mr. Coorer. May I say that no Solicitor has ever in any written 
opinion said that a purchase and resale at a lower price is illegal. 
We have only said that where that is used as a device to circumvent 
the law, to accomplish a different type of program with different ob- 
jectives it must be stopped. This Da-112 never had that purpose, 
never had that objective, did not result in that objective and, there- 
fore, we believe it to be legal. That is our whole summation. 

Mr. AnverseNn. I do not know whether or not it would be helpful 
to see the objective that Mr. Farr has in mind. The firm Mr. Farr 
represents would like to have all butter move into regular commercial 
trade. A part of the profit a firm like Fairmount makes comes from 
its markups along the way. They would like to have all the cheese 
move into the trade and yet they do not want to say the farmer has 
not got a right to a certain return. The thing that would be accom- 
plished under a payment plan would be all cheese, all butter would 
move into consumption of American people and not into CCC inven- 
tory. That is a big difference in the way the two plans work. We 
would have no need for section 416. We would have no need for all 
the various utilization programs, and in that sense the two methods 
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result in different consequences. It has been my opinion that Da-112 
resulted in the same consequence as though we had continued to 
operate under Da—100. 

Mr. Horrzman. I might say that I am mindful of the extremity of 
the example I gave, but I did it for a —— purpose. I think it 
pointed up sh: arply and clearly the specific legal question involved 
here. I am mindful that there is a great deal ‘of difference between 
the analogy which I made and the problem which the Department is 
confronted with. 

Mr. Anpersen. Mr. Holtzman, again may I say I cannot recognize 
that as quite such an extreme problem. I say it is one of the biggest 
problems facing us under this present wool program. We are di- 
rected by Congress to encourage wool production. Now there is such 
a thing as pulled wool and let’s not go into a lecture on that. 

Mr. Honrzman. And let's not pull the wool over anybody’s eyes 
either. 

Mr. ANDERSEN. For pulled wool to assure that the benefits will get 
back to the sheep producer is practically, sir, but not quite as great a 
problem as the extreme example you posed. 

Mr. Navauron. We recognize that it is your contention that there 
is a difference between the purchase. resale proposed by the industry 
and what happened on Da—112, so let’s not argue about the differ- 
ence. But you did give an opinion to persons in the industry that 
the purchase-resale program proposed by the industry was illegal, 
didn’t you ? 

Mr. Coorrr. I have never given an opinion to the industry. 

Mr. Naueuton. You never told them it was illegal? 

Mr. Coorrr. No, sir. 

Mr. ANpERSEN. The chances are that I told Bob Farr—I may have 
told him my opinion, and he knows I am not a lawyer. So I think we 
can settle that right now. Where he got this consensus business from 
I do not know. 

Mr. Navenron. Wasn’t it the general understanding down at the 
Department of Agriculture in both legal and nonlegal circles that 
the purch: ase-resale program proposed by the industry was illegal? 

Mr. Cooper. It was not authorized under the act, and we have writ- 
ten an opinion to that effect and you have a copy of it, sir. 

Mr. Naveurton. I am asking whether it was gener: al knowledge. 

Mr. Coorrr. Yes, sir. 

Mr. Navenron. And it was general knowledge at the Department 
prior to the time Da—112 went into effect, wasn’t it? 

Mr. Cooper. I think so. 

Mr. Naveuron. Did the Solicitor to your knowledge express an 
opinion prior to April 1, 1954, that the purchase-resale program pro- 
posed by the industry was not ‘authorized by law? 

Mr. Coorrr. I am not in a position to state what the Solicitor him- 
self may have said. I am generally of the opinion, however, from 
the atmosphere of the office that he shared my views and Mr. Shulman’s 
views on that. 

Mr. Naveuron. I have some testimony here by Mr. Otie Reed be- 
fore the House Agriculture Committee on March ‘19, 1954, which con- 
firms that view. Mr. Reed says in talking about the purchase- resale 
program proposed by industry 
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The legislation which we shall recommend later on in this testimony has 
been prepared because heretofore the Department of Agriculture has held it 
did not have the authority to institute the purchase-resale plan. I think 
perhaps if he is given the authority the Secretary will use that authority, but 
according to the current interpretations of the law in the Department of Agri- 
culture by their Solicitor, until you give him that authority their statement is 
that they cannot work this purchase-resale plan because it is not authorized 
by the law. 

Now that would indicate, of course, that it was fairly common 
knowledge even in the Solicitor’s office. 

Mr. SHULMAN. My understanding was that a lot of people thought 
we were authorized to carry out a purchase and resale program even 
though it involved processor payments as a method of price support. 
Our views were not completely accepted by everyone interested in the 
sroblem. But there was no question but that there was a very deep 
interest in the problem. 

Mr. Naveuton. That may well be. However, there was no doubt 
down in the Solicitor’s office that the purchase-resale program pro- 
posed by the industry was not authorized by law. 

Mr. Suutman. Well now, there were a lot of proposals by the indus- 
try, Mr. Naughton. 

‘Mr. Naveuron. In view of this general knowledge that at least 
certain types of these parchass-resale programs were not authorized 
by law, Mr. Cooper, didn’t you think it might have been better at the 
time the request came to you as to whether Da—112 was authorized by 
law to write an opinion on that? 

Mr. Coorrer. I think I answered that. sir, by saying that time did 
not permit us sitting down and taking off the time necessary to formu- 
late an opinion as we were —s to work on the contracts. I resolved 
the question in my own mind. I discussed it with my superiors. We 
were in agreement as to the legality of it and then we proceeded. Ian 
ready now, if you wish it, sir, to write an opinion on it and present it 
to the General Counsel if that would serve any purpose, and it would 
contains all of the basic arguments that we have presented here. 

Mr. Founrarn. I think it is pretty well in the record what your 
position is. 

(Mr. Reece reentered the hearing.) 

Mr. Reece. It is not unusual for a judge in the courts, State or 
Federal, to render opinions from the bench without, after hearing the 
evidence and argument, the writing of a formal opinion. So I see 
nothing unusual in a case like this myself in the counsel’s office giving 
an opinion without writing it up formally. In fact I think it is a very 
good practice where it is permissible. The opinion is there. The only 
thing that is lacking is the written expression of what formed the basis 
of the opinion. I see nothing irregular in any manner which might 
be questioned merely because a person re ndered an informal opinion 
after giving it proper consideration. 

Mr. NAUGHTON. In other words, even though there was some con- 
troversy about the legality of certain types of purchase-resale pro- 
grams, you felt that because Da—112 had to be gotten out in a hurry 
you could not get out a written opinion ¢ 

Mr. Coorrer. Yes, sir. We were all in agreement about that. 

Mr. Reece. The matter was discussed with Mr. Loos? 

Mr. SHutman. Yes. I took the matter up with Mr. Loos after Mr. 
Cooper and I reached agreement. We discussed the matter and Mr. 
Loos completely agreed with the decision. 
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This was before the announcement was drawn at the time the press 
release was issued. 

Mr. Naueuron. The announced support level to farmers for the 
1953 marketing year was 90 percent—we have established that I am 
sure, and it has also been testified that the farmer actually received 
only 84 percent of parity. Now did the Department consider that 
there was a moral obligation to see that the farmer got 90 percent of 
parity since that was the announced support level ? 

Mr. Anperson. Yes, sir; the Department recognized an obligation. 

Mr. Naveuton. You were not so successful in carrying out this ob- 
ligation to farmers as you were in taking care of the dealers and 
processors. 

Mr. Anperson. Yesterday I disclaimed any competence in the field 
of morals. I did not allege that we had any moral obligation to these 
processors. The question of whether or not we should recommend an 
increase in the purchase price in order to accomplish the 90 percent 
was considered time and time again. It was discussed with the dairy 
leaders but with the accumulation of stocks that was then going on it 
was decided at that time that it would not be in the interest of dairy 
farmers. That was the decision we made. 

Next year (and this had a bearing on data I gave Congressman Holi- 
field when he was asking about pr ices) the Department announced that 
it would be 75 percent of parity. At the end of about the third month 
we were running around 74 percent of parity. At that time it was a 
clear question of law. That was not a matter of discretion with the 
Secreary. The Secretary is authorized to support not in excess of 
90 and not less than 75 ), then there was no question—action was taken 
and the price of deme: was increased 1 cent a pound and the price of 
nonfat dry milk solids was increased 1 cent a pound and the level of 
farmers kicked up to 75 percent of parity. It was not considered in 
the term of morals, Mr. Naughton. It was considered first in terms 
of the legal requirement. It was decided that there was not a legal 
requirement in the first instance because we were within the limits 
of 75 to 90. It was considered from then largely on the basis of the 
overall longtime effect upon the dairy industry. 

Mr. Fountain. Mr. Anderson, I think what prompted Mr. Naugh- 
ton’s question was your answer on page 99 of transcript to a question 
which I asked on June 1. I asked: 


Do you take the position that you had to accept the cheese, whether or not 
you knew as a matter of fact that the farmer had actually gotten parity for it. 


And your answer : 


Oh, yes; yes, sir. 

Mr. AnpERson. That was based not on morals, Mr. Fountain, but 
on the fact that I thought the Federal Register 

Mr. Fountatn. And on page 104 you said—we were discussing 
modifications—I think you said: 


I think so far as the farmer is concerned, the main benefit came from our 
modification of the inspection required so that cheese produced all through 
March could be offered there to the Government, and we maintained the com 
petitive situation. 

The other modifications were made, not so much that we though the farmer 
was going to get more from it, but as we understand the law, and the Depart 
ment’s announcement, we had no choice but to purchase the cheese. 


And I said: 
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Regardless of whether the farmer got any benefits or not? 


Mr. Hourzman. I think we all agree very specifically that there 
was no legal obligation to buy this cheese, that you could have rejected 
it. 

Mr. Reece. Don’t include me among those, because I stated my posi- 
tion regardless. 

Mr. Suutman. What I said, Mr. Holtzman, was that the bare word- 
ing of the announcement as such did not by its terms create any 
obligation. " 

Mr. Hotrzman. It wouldn’t create any firm legal obligation ? 

Mr. SHutman. There was implicit in that announce ement, and the 
practice that had been consistently followed by the Deuartment over 
the years that all manufacturers and handlers who offered dairy prod- 
ucts that met our specification would be treated alike. That was the 
consistent practice of the Department over a period of years, and I 
think anyone reading the announcements would have had a right to 
rely on what the Department had done consistently. 

Mr. Hotrzman. Would you call that a moral rather than a legal 
obligation ? 

Mr. SHutman. There is a good basis for the view that it was both 
a moral and legal obligation. 

Mr. Anperson. All I can say is I thought it was a legal obligation. 

Mr. Coorrr. I am sure you as a lawyer recognize that a longtime 
course of action can sometimes become legal in law. 

Mr. Hourzman. It may be customary, but it will not become legal 
when it violates the intent of Congress. 

Mr. Fountain. Mr. Anderson, did you furnish any information 
as to how much cheese was turned down by the inspectors? 

Mr. Naventron. That information has been provided. 

Mr. Founratn. On page 113 of the transcript we asked for the 
uverage price for small styles— 

Mr.Anperson. I think we have sent that. 

Mr. Fountain. As I recall, you guessed that it was more than 37 
cents a pound. You also stated that manufacturers could not have 
sold these small cheeses except for Da-112. That is right; is it not? 

Mr. Anperson. I guessed that the price of small styles would be 
higher than the price of Cheddars. 

Mr. Fountain. And you said the manufacturers could not. have sold 
these small styles except for Da-112? 

Mr. Anverson. They could not have sold to CCC until the modifi- 
cation because the purchase was limited to Cheddars. He could not 
have offered them until we modified the announcement, that is right, 
and that is a supplement to Da—112 as I remember it. 

Mr. Fountain. I believe you also said that these sums paid to the 
processors and manufacturers who sold to CCC were reimbursements 
to the processors and manufacturers for price support which they 
had already paid ? 

Mr. Anperson. Yes. The only way that we could have induced or 
forced, or whatever the word should be, these people to pay a higher 
price to cheese factories for cheese and thus force cheese factories to 
pay farmers more for milk was to assure that their competitors had a 
chance to sell at the CCC. What I meant by saying that was that 
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the cheese had been bought on the basis of the 37-cent level. ‘That is 
right. 

Mr. Hortzman. Mr. Chairman, are we about to close? 

Mr. Founrarn. Yes. 

Mr. HotrzmMan. I would like to make a short statement. 

First of all | want to compliment you, Mr. Chairman, for the kind 
and judicious and wonderful manner in which you conducted these 
hearings. , I think we can all agree that if ever a chairman was impar- 
tial and fair and gave witnesses courtesy to which they are entitled, 
that you complied with that obligation. 

I want to thank counsel for being so helpful and for doing a fine job. 

[ also want to say to Mr. Cooper and Mr. Shulman and Mr. Ander- 
son that if anything was said during the course of this hearing which 
might be construed as personal it was not intended as such. My 
desire was and still is to get the facts, to find out what we can do about 
rectifying a bad situation if such a situation exists. At the same 
time I want to repeat my own personal opinion that this transaction 
of DA-112 was completely outside the scope and intent of the Agri- 
cultural Act of 1949. It is my firm opinion that there was neither a 
bona fide purchase or resale, that none of the elements contained in 
the usual purchase or sale transaction exist here. There was no own- 
ership, no dominion, no control, and again I want to repeat that 
when I say this transaction was unauthorized and illegal I do not 
mean a criminal illegality. There possibly could be a difference in 
interpretation and reasonable men can reasonably disagree. I think 
you gentlemen have tried to the best of your ability to answer the 
questions, and I think T have tried to get at the facts and get at the 
meat of the thing. 

Again I want to compliment you, Mr. Chairman, for the fine job 
you did presiding over these hearings. 

Mr. Reece. Mr. Chairman, I want to ask one question by way of 
getting a summation. 

As I understand it from various testimony, the market in cheese 
was about to become demoralized. It was a matter of great concern 
to the producers and to the economy associated with the cheese indus- 
try, and that the Department in administering the Agricultural Act 
felt that, in order to in a measure stabilize the cheese market, it was 
necessary to modify Da-100 and these were the steps that were taken 
to modify which the Department felt held the best hope of stabilizing 
the prices and at the same time keeping the market channels to the 
consumers open and likewise to best conserve the interests of the Gov- 
ernment through the CCC transactions. 

Is that a correct summation that obtained at that time ? 

Mr. Anperson. I do not wish to speak for all the members of the 
committee or all the representatives of the Department, but. it seems 
to me that it is a general consensus of all of us that the action taken 
to modify the inspection requirements was desirable and in the inter- 
est of maintaining better returns to farmers during the last half of 
March. TI have not felt that any committee member had too much 
question about that part of it. 

Mr. Rerce. And no cheese was purchased which did not meet the 
specification or requirements set out in the order. 

Mr. Anprerson. None that we know of. 
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Mr. Reece. And none was sold that was not offered to any purchaser 
at the same price? 

Mr. ANperson. All cheese in CCC inventory was offered to every- 
bodv. It is true that, as Mr. Naughton has brought out, some of the 
cheese that we bought from National Biscuit Co. may have some dif- 
ferent qualities, and if anybody would have asked for that particular 
quality we probably could not have supplied them with it. It 1s 
true that the 400 million pounds that CCC owned was offered to 
everybody at the same price. That is right. 

Mr. Reece. The quality of which you refer that obtained in the 
cheese that was involved in the National Biscuit Co. transaction grew 
out of their special curing process which made it especially adaptable 
to the different products which it produced ? 

Mr. Anperson. The point at issue as I understand it, Mr. Reece, is 
this, did we do anything under Da-112 that we could not have done 
a little more cumbersomely under Da-100% It is the contention of 
Mr. Holtzman, as I understand him, that we did some things under 
Da-112 that we could not have done under Da-100 even the harder 
way. It is my contention at least that what we did under Da-112 
was actually in all material ways identical with what we could have 
done anyway. 

Mr. Founrarn. I think, Mr. Anderson, that the question is not so 
much whether you did under Da-112 what you could not have done 
under Da-100, but whether or not you should have done under Da—-112 
what you did. 

Mr. ANDERSON. It may be that you have stated it better than I did. 

Mr. Hortrzman. Whether it was cumbersome is not important. 
Was it legal or was it not ? 

Mr. ANpeRSON. My only point was that I thought we could do 
everything under Da—100 we did under Da-112 and we just facilitated 
the way of doing it. There is a difference of opinion as to whether 
we did something else and the possibility that something else was not 
prescribed for by the law. That, as I understand it, is where the 
difference of opinion still prevails. 

Mr. Reece. As I gather from the testimony and from the questions 
which have been propounded, the procedure which was followed in 
administering the Agricultural Act, both under Da—100 with its modi- 
fications and Da-112, contributed to the interests of the producers 
of dairy products, and the president of the association certainly so 
testified, and that had not the action taken under Da-112 and the 
modifications of Da-100 the dairy industry, the producers in par- 
ticular, would have suffered very greatly. I myself have been unable 
to find anywhere in the testimony that the procedure that was fol- 
lowed increased the expense to the Government in the administration 
of the price-support program, but on the other hand reduced the 
expense. Neither have I been able to observe where any citizen, 
group or citizens, or industry was discriminated against, and I for 
one feel that it is very important for the Government or any agency 
of the Government to maintain a position that does not discriminate 
against anyone. And somewhat differently from my good friend 
across the aisle, when an agency of the Government, in administering 
a law in which it has administrative discretion, discriminates against 
any citizen, that is an incomprehensible position, and as a comparable 
action of law will arise against him to restrain him or the agency from 














286 PURCHASE RESALE TRANSACTIONS OF CCC 


discrimination in one way or another. So I do feel that there is a 
legal question involved there and that is the basis for my statement, 
regardless of any statement that the counsel of the Department might 
make, that I reserve the right to have my own opinion, as feeble as 
it might be, in connection with it. 

Mr. Hourzman. I might say that the gentleman is entitled to his 
own opinion. I might also say that we are not in disagreement when 
he voices a prayer and hope against discrimination. I think if the 
gentleman will check he will find that I have been rather steadfast 
against discrimination of all kinds. I might also say that I have not 
seen one iota of competent proof here that the dairy farmer has been 
helped even though that is the whole purpose of the support program. 
You are entitled to your opinion as a God-given right, as I am, and we 
can differ on legal propositions, but we certainly should not differ 
on human relations such as discrimination. I am sure if the gentle- 
man follows my voting record he can come into my district and be 
reelected to Congress. In my district we oppose discrimination of 
all kinds. 

Mr. Reece. If I may add an addenda to the statement of my friend 
across the table. I was not giving solely as a de novum opinion on 
my part but the view that I expressed that the action did help the 
dairy industry was based in part upon the representative of the dairy 
industry, which after all probably is in the best position to advise 
an opinion on the subject, and representatives from the large dairying 
areas who also are in a position to have some opinion on the subject, 
and certainly they were very definite in the expression that the pro- 
cedure followed not only contributed to stabilizing the dairy industry 
but probably saved it from disaster during the month of March. 

Mr. Fountatn. Gentlemen, we might add one more addendum. 
On page 66 of the transcript I asked Mr. Anderson about the purchase- 
resale program and I also said I believe he does not like that term. 


He said: 


I have no objection to it, sir, except most people imply that to be another 
kind of a program, strictly “wash sale,” where we take over all the products. 


I think the big difference between this and that is there is about a billion pounds 
of Cheddar cheese produced. If we had done this on the billion, I would have 


said it was a real purchase and resale. However this was only incidental to 
another kind of program. 

I want to thank the members of the Department of Agriculture for 
coming here. You have demonstrated a very thorough knowledge 
of the problems with which you are confronted and which confront all 
of us. I think you certainly are thoroughly qualified on this matter 
in spite of the difference of opinion which may have arisen, and I 
appreciate the courteous and cooperative way in which you have 
worked with us. 

I want to thank the members of the committee for being present as 
much as they could. I know how difficult it is for all of us to be here 
when we have other meetings to attend. I have had another commit- 
tee meeting all of this week, and I have also suffered under the handi- 
cap of an infected arm and it has not been a pleasure for me to have 
to sit here during this week. 

If there is nothing further, the meeting is declared adjourned. 

(Whereupon, at 1:15 p. m., the subcommittee adjourned, subject 
to call of the chairman.) 
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PURCHASE RESALE TRANSACTIONS OF THE 
COMMODITY CREDIT CORPORATION 


WEDNESDAY, MAY 23, 1956 


Howse or REPRESENTATIVES, 
ScRCOMMITTEE ON INTERGOVERNMENTAL RELATIONS, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, BP Gy 

The subcommittee met, pursuant to call, at 10 a. m., in room 1501, 
New House Office Building, Hon. L. H. Fountain (chairman of the 
subcommittee) presiding. 

Present: Representatives Fountain, Holtzman, Knox, and Reece. 

Also present: James R. Naughton, counsel to the subcommittee. 

Mr. Fountain. The meeting will come to order. 

I understand that we have from the Department of Agriculture this 
morning Mr. Robert L. Farrington, General Counsel of the Depart- 
ment of Agriculture, his assistant, Mr. George E. Cooper, Chief, Com- 
modity Credit Division, Office of the General Counsel, Mr. Earl M. 
Hughes, Commodity Stabilization Service Administrator and Execu- 
tive Vice President, ( ‘ommodity Credit Corporation, United States De- 
partment of Agriculture ; also Mr. Preston Richards, Deputy Admin- 
istrator; and Mr. Don S. Anderson, Director of the Livestock and 
Dairy Division of the Commodity Stabilization Service, Mr. Ben 
Ommodt, who is in charge of the Inspection and Grading Branch of 
the Dairy Division. 

Is there anyone else whose name I did not call? 

We want to thank you gentlemen for coming over this morning. I 
hope we can finish this hearing today. 

On April 16, when President Eisenhower vetoed the farm bill, he 
announced that the administration was raising the support price on 
manufacturing milk and butterfat. In accordance with the Presi- 
dent’s statement, Secretary Benson raised Commodity Credit Cor- 
poration purchase prices for cheese and butter on April 18. The pur- 
pose of the increase, according to the Secretary, was to enable proc- 
essors to increase prices paid to producers for m: anufactur ing milk and 
butterfat. 

However, instead of applying only to cheese and butter produced 
on or after April 18, as I understand it, the increased purchase prices 
were paid for all butter and cheese produced on or after April 1 and 
purchased by CCC after April 18. 

Since processors were presumably buying manufacturing milk and 
butterfat during the early part of April on the basis of the lower sup- 
port level then in effect, one of the purposes of today’s hearing is to 
determine whether processors received an unearned w indfall on cheese 
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and butter produced between the 1st and 18th of April, which did not 
benefit the producer. 

In addition, we expect to take up today, more or less to tie in some 
loose ends for the record, some additional questions regarding pur- 
chase-resale transactions in 1954, which have been the subject of pre- 
vious hearings by this subcommittee. 

I regret very much that Secretary Benson is not here personally to- 
day. ‘We may have some questions to ask regarding actions or lack 
of action by the Secretary himself, and we would, of course, prefer to 
address these questions directly to the Secretary. 

However, we have invited the Secretary to appear on previous oc- 

casions without success. I offered to schedule today’s hearing at any 
time prior to June 1, which might be convenient for the secretary, 
but was informed that the Secretary could not be here at any time dur- 
ing that period. 

Consequently, I feel that we have no choice but to proceed without 
the Secretary. I might say to you gentlemen that if the Secretary de- 
sires to personally appear, and reply to any questions which might 
be asked regarding his actions in carrying out his responsibilities, we 
will certainly be ols ad to afford him that opportunity. 

And by way of background concerning the price-support program 
on dairy ‘products, I should like to see if Tecan summarize the situation 
in the interest of time. 

I think our previous hearings have pretty well clarified the basic 
methods used to support prices on dairy products. But in order to re- 
fresh our recollection, let me state what I think has been established 
and then you, Mr. Anderson, and others, if necessary, can tell me 
whether you agree or disagree. 

The purpose of the price-support program, as I understand it, is to 
provide price supports to the producers. In the case of dairy products, 
the producer is, of course, the dairy farmer. Price support is pro- 
vided on milk and butterfat, but since these commodities cannot be 
easily stored or handled, the price support is provided by means of 
purchases of the products of milk and butterfat. 

Actual purchases under the support program, therefore, are not 
usually made from the farmer but from the processor who manufac- 
tures and handles cheese, butter, or nonfat dry-milk solids. 

Under present legislation, the Secretary of Agriculture announces 
a support level for milk and butterfat prior to the beginning of the 
marketing year on Aprill. The support price for milk and butterfat is 
established at such level not less than 75 percent of par ity and not more 
than 90 percent of parity as the Secretary determines is necessary to 
insure an adequate supply. 

The purchase prices to be paid by the Commodity Credit Corpora- 
tion for butter, cheese, and dry milk are then set at levels which are 
calculated to enable the manufacturer, or the handler of these prod- 
ucts, to pay the producer the support level for milk and butterfat 
converted into butter, cheese, or dry milk, and realize a fair margin 
of profit. 

Is that a fair statement of the situation, Mr. Anderson ? 
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FURTHER TESTIMONY OF DON S. ANDERSON, DIRECTOR, LIVE- 
STOCK AND DAIRY DIVISION, COMMODITY STABILIZATION SERV- 
ICE; ACCOMPANIED BY GEORGE E. COOPER, CHIEF, COMMODITY 
CREDIT DIVISION, OFFICE OF THE GENERAL COUNSEL; EARL M. 
HUGHES, COMMODITY STABILIZATION SERVICE ADMINISTRA- 
TOR, EXECUTIVE VICE PRESIDENT, COMMODITY CREDIT CORPO- 
RATION; AND ROBERT L. FARRINGTON, GENERAL COUNSEL, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Anperson. I want to emphasize that the decision to buy products 
rather than the milk, was the decision of the Congress; it was not a 
decision of the Department. 

I think you understand that. 

Mr. Fountatn. That’s right. 

Mr. Anperson. The other thing I would like to comment on: is that, 
as far as I know, there is no legislation that either permits us to deter- 
mine what is a fair margin of profit for processors 

Mr. Fountain. I was simply stating that as a part of my conclu- 
sion. They are expected to realize a fair margin of profit; are they 
not ? 

Mr. Anverson. There is no compulsion we can put on them. They 
operate under their normal method and under their normal method 
they make a profit. 

Mr. Fountarx. On February 14 of this year, the Secretary an- 
nounced a support level of 3.15 per hundredweight for manufactur- 
ing milk and 56.2 cents per pound for butterfat for 1956-57 marketing 
year. 

Is that right ? 

Mr. Anperson. $3.15 is the figure on 3.95 percent butterfat. 

Mr. Founrarn. Manufacturing milk testing 3.95 percent butterfat. 

This level was a continuation of the dollars and cents price for the 
provious year; was it not ? 

Mr. Anperson. Yes, sir. 

Mr. Fountain. Now, CCC purchase prices for butter were con- 
tinued at 57.5 cents and for cheese at 33.25 cents; is that correct ? 

But due to decline in parity prices the 3.15 percent for manufac- 
turing milk represented 82.5 percent of parity, rather than 80 percent 
as in the previous year, and 56.2 percent price for butterfat was 78 
percent of parity instead of 76; is that right ? 

Mr. Anperson. 82 and 78, versus 80 and 76? That goes with the 
numbers you read. 

Mr. Founrarn. For manufacturing milk, 3.15 represented 82 per- 
cent of parity rather than 80 percent as in the previous year, that 
is, and the 56.2 cents price for butter was 78 percent of parity instead 
of 76; is that right ? 

Mr. Anperson. Yes, sir. 

Mr. Founraty. Mr. Naughton, do you have a USDA press release 
on that ? 

Mr. Anverson. I have one. 

Mr. Fountatn. We might insert it in the record at this time. 

Mr. Anperson. The press release is dated February 14, 1956, No. 
USDA 494-56, 
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[United States Department of Agriculture, Washington, February 14, 1956] 
SECRETARY BENSON CONTINUES CURRENT Datry Support Prices FoR ANOTHER YEAR 


Secretary of Agriculture Ezra Taft Benson today announced that current dol- 
lars-and-cents support prices for manufacturing milk and butterfat and current 
buying prices for butter, Cheddar cheese, and nonfat dry milk will be continued 
through the 1956-57 dairy marketing year which begins on April 1. 

The support prices are being continued at $3.15 per hundredweight for manu- 
facturing milk and 56.2 cents per pound for butterfat. These are an estimated 
82 percent of the parity equivalent price for manufacturing milk and 78 percent 
of the parity price for butterfat, as of early 1956. These same dollars-and-cents 
prices represent a higher percentage of parity for the 1956-57 marketing year 
than the current 80 and 76 percent levels, because of decreases in the parity prices 
since a year ago. 

Dairy product purchase prices, set to reflect national average support prices for 
manufacturing milk and butterfat, will be continued as follows: 


Butter, U. S. Grade A or higher: Cents per pound 
C bienno. 1 pan Francisco, Beattie... 3+... Se ee a eee ae 5714 
De a a tee ee ae le Sek 58% 

(U.S. Grade B butter is 2 cents less per pound.) 

Cheddar cheese, U.S. Grade Aor Dieter. ..26 oe nck cece ccincccen — oom 

Nonfat dry milk solids, U. S. Extra Grade: 

i cases cpscsion rc ip econ ce es pa tan ani og onsaniao ae, anand ah Sends ak or 16 
SRE (NO oo Sh ee eos td duke Been 14% 


Mr. Fountain. Do you have an extra one, Mr. Anderson ? 

If you don’t we have one here. 

Mr. Anperson. We will have to send yousome. I have only one copy 
with me. 

Mr. Founrarn. Now, on March 30 of this year, 1956, the purchase 

rice for cheese was increased to 34 cents a pound effective on April 1; 
is that correct ? 

Mr. ANnperson. Yes, sir. 

Mr. Fountain. However, this did not, as I understand it, represent 
an increase in the support level of the 3.15 for manufacturing milk, but 
a recalculation of the allowable margin for processors to take into 
account increased costs because of reduced outlets for whey. Is that 
right ? 

In other words, this increase in the price of cheese was considered 
necessary to enable the processor to continue paying the same support 
level for manufacturing milk; is that true? 

Mr. Anperson. Yes, sir. 

Mr. Founrarn. This three-quarters-of-a-cent increase in the price 
of cheese was made to apply only to cheese produced after April 1; is 
that right? I think you probably have an announcement there which 
verifies that statement. 

Mr. Anperson. I was trying to refer to the announcement. I don’t 
happen to have one. I can supply the committee with one. 

Mr. Founrarn. If there is no objection, we will put the announce- 
ment in the record of the United States Department of Agriculture 
dated March 30, 1956: 

Acting Secretary of Agriculture True D. Morse today announced that the pur- 
chase price for Cheddar cheese under the dairy price-support program for the 
1956-57 marketing year which begins April 1 is being raised three-fourths of a 
cent to 34 cents per pound. This price increase will apply only to cheese produced 
on or after April 1, 1956. 

This has a number on it, 933-56. I imagine that is for identification. 

Mr. Anperson. That’s right. The press releases are numbered from 
the beginning of the year consecutively. 
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Mr. Founrarn. On April 16, in his veto message on the farm bill, 
President Eisenhower said, and I quote: 

For this year the support price of manufacturing milk will be increased to 
3.25 per hundred pounds. The support price of butterfat will be increased to 
58.6 cents a pound. 

Now, on April 18, Secretary Benson announced an increase in the 
support prices on manufacturing milk and butterfat to the levels 
named by the President: did he not? 

Mr. ANpEerRSOoN. Yes, sir. 

Mr. Founrarn. This represented an increase from 82 to 84 percent 
of parity on manufacturing milk and from 78 to 81 percent on 
butterfat ? 

Mr. ANperson. Yes, sir. 

Mr. Fountatn. To enable the processors to pay this increased price 
for milk and butterfat CCC increased its buying price on butter from 
57.5 to 59.5 cents per pound; is that not right / 

Mr. Anperson. That is the price in Chicago, San Farncisco, and 
Seattle. 

Mr. Fountarn. And its purchase price on cheeese was increased 
from 34 to 35 cents per pound / 

Mr. ANperson. Yes. 

Mr. Fountatn. Although the increase in support level on manu- 
facturing milk and butterfat went into effect on the 18th, the increased 
purchase price on cheese and butter was subsequently paid by CCC 
on all cheese a ra. purchased after the 18th, which had been pro- 
duced after the 1 

[s that correct : 

Mr. ANpErRSON. It is on and after the Ist. I am not sure right now 
whether it is after the 18th or on the 18th and after. The only thing 
I would be certain about was the 18th at the moment. 

Mr. Founratn. But it was paid on all cheese and butter purchased 
after the 18th, which was produced after the 1st. 

Mr. Anverson. I would like to make it clear that for cheese pur- 
chased from the 1st through the 17th, there was no additional payment. 
Some seem to have that idea. The way you stated it is correct. 
It was cheese produced on and after the Ist of April and offered after 
the 18th. 

Mr. Founratn. From the Ist to the 18th of April, the support level 
in effect on manufacturing milk was 3.15, and the support level in 
effect on butterfat was 56.2 cents, and the related price of cheese and 
butter was 57.5 and 34 cents; is that right? 

Mr. Anprerson. Are those the same numbers you repeated before? 

Mr. Founratn. Presumably, processors who bought manufacturing 
milk and butterfat during the early part of April based the price 
they paid to the producer on these levels; isn’t that true? 

Mr. Anperson. I have no basis for knowing what they based it on, 
sir. : 

There are several different methods of paying farmers for milk. 
There are probably a few rare cases where they pay every day, and 
there are cases where they pay twice a month. 

There are a few places where they pay only once a month. 

It . entirely possible over large areas they based it on the latter. 
I say I don’t know. I have no basis, without making a survey, of 
knowing exac tly what they based it on. 
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Mr. Founrarn. After all, if they bought the milk for purposes of 
processing prior to the 18th, would we not be justified in assuming 
that they ‘also had an understanding at that time as to what the price 
was going to be? 

Mr. ANDERSON. No, sir. 

Mr. Fountain. Regardless of when it was paid ? 

Mr. ANDERSON. No, sir. Ordinarily, there is no contract between 
the farmer and the plant. It is the competitive situation that deter- 
mines the price paid. 

Please understand I am not denying that was a possibility. I am 
simply saying, Congressman, that on the basis of my knowledge in 
the variation in methods in paying, I couldn’t be sure one way or the 
other. There probably was var iation plant to plant. 

Mr. Hotrzman. Would you yield at that point ? 

Mr. Anderson, isn’t that the whole purpose of the price-support 
program, that the processor base his price on what he paid for it? 
Isn’t that part and parcel of the whole price-support program 4 

Mr. Anperson. The whole price-support theory, the theory I assume 
Congress had in mind when they passed the law, was that if the 
processor received a certain price for the product, that it would be 
closely related to the price he paid for milk. 

I agree with Mr. Holtzman. 

Congressman Fountain is asking me what happened in a particular 
instance, and I cannot be so specific. 

Mr. Hotrzman. Suppose we were to ask the question, Isn’t it gen- 
erally the price he paid for it that will determine what he will look to 
get for it, so far as the processor is concerned / 

Mr. Anperson. It is probably the other way around. 

Mr. Hotrzman. The other way around, I mean. 

Mr. Anperson. Asa generalization I will agree with you. 

Mr. Hourzman. That would be what you consider to be the intent 
of Congress in connection with the support program, isn’t that so? 

Mr. Anerson. I will agree with Mr. Holtzman. 

Mr. Reece. Mr. Chairman, will you yield ¢ 

Mr. Founrarn. Yes, Mr. Reece. 

Mr. Reece. On a matter of procedure, I want to ask a question. 
It would appear that in the statement which I presume is being 
read for the record, and for the benefit of the presss, which I think 
is a very good thing, because we always want to accommodate the 
press 

Mr. Founrarn. What statement are you talking about ? 

Mr. Reece. I am talking about the one the chairman is reading. 

Mr. Founrary. I am not reading a statement, but I am asking ques- 
tions now. But in an attempt to expedite the proceedings I previously 
made certain statements 

Mr. Reece. The chairman seems to have a rather full oe 
of this situation as far as the facts are concerned. I don’t know 
what the purpose in calling the witnesses might be. 

Anyway, 1 am glad to be here to have the opportunity to comment 
later on on the questions that have been raised. But if I may take 
just a minute, since I have had the benefit of counsel—since I have 
not had the benefit of counsel in developing any views that other mem- 
bers of the committee might have, this law was passed, that the dairy 
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industry ‘has been in rather difficult straits over the past few years. 
We passed the price-support law, this phase of it, with a view to under- 
taking to help the dairy industry, as I recall from the hearings which 
were held a year ago, the dairy industry thought it had been very 
helpful and they and the representative-—— 

Mr. Hoxrzman. Would the gentleman yield at that point for the 
purpose of clarification ¢ 

You don’t mean to say here that the support program was passed for 
the purpose of helping the dairy industry? I am pretty sure the gen- 
tleman would rather say that it was passed for the purpose of helping 
the dairy farmer. Wouldn’t that be a more accurate statement 

Mr. Reece. Of course, I included in the dairy industry the primary 
factors in the dairy industry. 

Mr. Houtrzman. We are talking about the intent of Congress here. 

Perhaps not the way it is being administered. 

Mr. Reece. Of course, I refer to the dairy farmers in constituting 
the dairy industry. I think I am correct in that. I am not talking 
about processors, and that has been a year ago. The minority had 
hoped to have, or at least as one of the minority I had hoped that 
I might sometime along the line have opportunity to present my views 
and the views of any of my associates that might be in accord with 
me, my interpretation of the situation, my interpretation of the testi- 
mony, my analysis of it, and the effect of it. There have been numerous 
statements given to the press; there have been various conferences 
held with the departments, so far as I know, the ranking minority 
member of the subcommittee, I have had, we have had no opportunti) 
to participate in, and now we meet here today, so far as one member 
of the minority, on a completely de novo phase of this question, a year 
after the pr incipal hearing was held, with the statement being read to 
indicate a summation of just what has happened. 

That is what I referred to, probably. It might not be necessary, 
really, to have a hearing. 

Now, I am wondering if we could recess this hearing until the 
minority might have an opportunity to develop a stateme nt of facts, 
and present to the press, so as to have the whole situation and the right 
perspective and the press might have the benefit of all the-—— 

Mr. Founrarn. Mr. Reece, you will have an opportunity to make 
any statement, or prepare any minority views, if you should differ with 
the majority views, when we write a report on the butter and cheese 
transactions on which we held hearings last year, and which we are 
going into briefly later today just to pick up some loose ends. 

I have made no statement for the benefit of the press. We simply 
took the releases and the documents of the Department of Agriculture 
this morning and in that preliminary statement which I made, in 
order to save time we attempted to summarize what the Department 
itself had said as to how this thing has taken place. As I under 
stand it, Mr. Anderson has confirmed each of those statements as we 
have gone along. 

Now I am in the process of asking specific questions about these 
transactions which you will have the privilege of doing likewise—— 

Mr. Reece. I am sure the chairman would be very disappointed if 
the press should pick up the statement which you read in advance. 
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Mr. Fountarn. I don’t think the statement I made would be of 
particular interest to the press since it is all information from bulle- 
tins and press releases of the Department of Agriculture. 

It is simply a summary of those for the record. 

Mr. Reece. After you read a page and a half you made reference 
to press releases isstied by the Department of Agriculture for the 
information of the industry. 

Mr. Fountatrn. I think the page and a half which I read saved 
about 15 or 20 pages in the record. By asking specific questions 
about it 

Mr. Reece. Including the reference to the Secretary of Agricul- 
ture not being present and, in that connec tion, I would assume what 
the committee 

Mr. Fountarn. That was my personal opinion. 

Mr. Reece. I assume what the committee desires is information, 
and I would assume that the officials in the Department who have had 
primary responsibility for administering the price-support laws are in 
the best position to give that inform: ition; and I, as one, am perfectly 
satisfied to hear from those officials. 

Mr. Fountarn. That is what we are trying to do right now; is to 
get information from those officials. 

I commented about Mr. Benson because I think there are some 
questions that he himself, as responsible head of the Department, ought 
to answer. 

Mr. Reece. But the hearing, the principal ‘hearing, was held a year 
ago. 

Mr. Fountarn. This is a new matter we are in right now. 

Mr. Reece. Well, that makes my observation all the more pertinent. 
The hearing was then held a year ago. There has been no record 
filed, no report filed, and now there would appear to be a disposition 
which I hope is not the case of bringing in certain other aspects as a 
continuation of the hearing with a view of writing a report sometime 
this fall instead of having written it last fall, and I was just wondering 
if there is any significance e to the filing of the report ? 

Mr. Fountatn. No unusual significance at all, Mr. Reece. 

Mr. Hourzman. Mr. Chairman, I might say in answer to that if 
perhaps we had had the cooperation of some of the executive depart- 
ments some 10 months ago, what is happening now could have hap- 
pened then, because the Comptroller General ruled nearly 10 months 
ago that the DA 112 transactions were not authorized by law. 

But because of delays within the Department, nothing had hap- 
pened until 10 days or 2 weeks ago. 

Now, the gentleman can draw any inference he likes from that. 

Mr. Reece. I have been reasonably assiduous in my attendance at 
the hearings. Certainly as much as my other duties would permit. 

[ heard the full analysis of the Dep: aurtment of Agriculture through 
its representative before the committee, of the justification of the 
act, and for one, I think the actions of the Department of Agriculture 
are justified in all and have been wholesome in the effect it has had 
in supporting the price of dairy products. 

There are some phases that remain to be, that will be adjudicated 
by the courts to determine some determination to be made by the 
court, and for one, I have confidence that when all the facts are 
presented to the court, the actions of the Department of Agriculture 
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will be upheld and I should regret to see judicial determination pre 
judged by the statement by the members of the committee. 

Mr. Horrzman. Will the gentleman yield there ‘ ba. 
Mr. Reece. The General Accounting Office is just one arm of t 
Government. The Department of Agriculture is another arm of the 
Government, and I am sure that the legal staff of the Department of 
Agriculture and the Commodity Credit Corporation were just as 
familiar with the law and its application as were the agents or the 
investigators of the General Accounting Office and [ am not criticizing 

the General Accounting Office in any way. 

But as a result of the study that was made, there now are being 
steps taken, as | understand, to have a judicial ceterminat ion made of 
this action, and I am simply expressing the opinion as one [| think 
the judicial determination will finally uphold the action of the De 
partment of Agriculture. 

Mr. Honrzman. Will the gentleman vield at that point? 

The gentleman has now voiced the opinion that the courts will 
absolve the Commodity Credit Corporation. A moment before that 
he was critical because someone was trying to prejudge a pending 
lawsuit. 

I find it difficult to understand now. I am not prejudging, nor is 
the chairman prejudging what the courts are going to do with this, 
but we do have an opinion from the Comptroller General. We do 
have a corroborating opinion from the Attorney General and until 
such time as the courts decide it, we don’t have an official legal opin On 
by the courts. 

But only the gentleman himself is prejudging the results of the 
lawsuit. Nobody else is. 

Mr. Reece. Well, I see no reason why a representative of the 
minority might not have been present when some of these depart 
mental conferences were held. 

Mr. Founrarn. I might say, Mr. Reece, there have been no depart 
mental conferences, other than information which is normally secured 
by members of the staff in conferring with personnel in those depart 
ments from time to time. 

The only conference which has been held was one which was held 
rather suddenly, after someone from the Attorney General’s Office 
called me and said the Attorney General would be glad to discuss 
this matter with me. I went over and discussed the matter with the 
Attorney General and he told me that he agreed with the Comptroller 
General. 

Mr. Reece. The Attorney General's Office took the initiative, and 
not your office ? 

Mr. Fountrarn. The Attorney General’s Office called me. 

Now, prior to that, I will say I think Mr. Naughton had contacted 
someone over there to see if he could discuss the matter with them. It 
may be that as a result of his contact with the Department that the 
Attorney General called my office. However, no one on the subeom- 
mittee suggested the conference with the Attorney General. 

Mr. Reece. That is what I understood to be the case. 

Mr. Fountain. I met with the Attorney General in person, and 
Mr. Brownell told me he agreed with the opinion of the Comptroller 
General and that some 20 minutes before I arrived 4 telegrams had 
been sent out to 4 of the companies involved in which demands had 
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been made for repayment of the funds, because they were un- 
authorized. 

Mr. Horrzman. Will you yield there? 

Did the chairman make any request of the Department of Justice 
to send out 4 telegrams, or 2 telegrams? 

Mr. Fountarn. I did not. 

Mr. Horrzman. That was done at the initiative of the Attorney 
General ? 

Mr. Fountatn. And I was also told in that conference that these 
suits would not be instituted if the Office of the Attorney General 
did not think the taxpayers were entitled to refund of this money. 

Now, if I may proceed with the questions: 

Mr. Anderson—— 

Mr. Reece. I might make a further reference, if I may, Mr. Chair- 
man, in reviewing the statement of the case, it has been, of course I 
don’t see where your reference to the Secretary of Agriculture, Sec- 
retary Benson, was particularly pertinent to the questions you are 
going to later propound and develop—but I don’t think it would be 
very easy to develop anything that will make it necessary for Secre- 
tary Benson to make a defense of his own integrity and the honesty 
of his administration. 

Mr. Founrarn. [ don’t think anyone has attacked the integrity or 
the honesty of the Secretary, Mr. Reece. 

Mr. Reece. It has been by impression—I may be naive, that is, in 
the Committee on Government Operations, which is a bipartisan com- 
mitte, insofar as it is possible for a committee to be bipartisan in 
its purpose and in its operation, there is ordinarily equal facilities 
made available to the two parties, or at least reasonably equal facili- 
ties for developing information, and since this inquiry into the resale 
of the commodities of the Department of Agriculture, the minority, 
insofar as the ranking member is aware, has had no facilities made 
available to it, and except in the very initial stages, has been given 
no advance information about the scope of any proposed inquiry ; and 
I feel that it is unfortunate for the impression to be created, which 
I doubt is the case, that the inquiry is being made from a partisan 
angle, and that this long delay after the hearings a year ago is now 
being timed with particular reference to events which may take place 
this fall. 

Mr. Fountarn. Mr. Reece, this matter just took place last month 
and less than 10 days passed before our committee met and discussed 
the transaction about which I am asking questions and you were 
sitting here and you were told exactly what we were going to do and 
why we were going to call these witnesses. 

Mr. Reece. If I may say so, we are talking about the east-west trade. 

Mr. Founrarn. We discussed this case here. 

Mr. Reece. There may have been 

Mr. Fountain. It was unanimously agreed that the Department 
officials would be called up to explain these transactions. 

Mr. Rercr. Then the delay in filing the report of the hearing a year 
ago was in anticipation of this hearing ? 

Mr. Fountain. It was not in anticipation of this hearing at all. 
We are going into some questions relative to the hearing last year, in 
the hope that we can get the loose ends into the record, and close that 
out, and write a report. 
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Mr. Reece. Do you think it might take another year? If so, then 
we will all be—— 

Mr. Houtrzman. If it will be beyond election, it will be all right 
with you; is that it, sir? 

Mr. Fountain. The gentleman has a right to express his opinions 
and make his comments. 

You will have your privilege like any other member will to make 
any statements you care to make later on about these matters. 

Mr. Anderson, I ask the question, and Mr. Holtzman asked the 
question following that—I said, presumably the processors who 
bought manufacturing milk and butterfat during the early part of 
April, that is, April 1956, based the prices they paid to the pro- 
ducer on those levels which I referred to—that is, 56.2 on butterfat 
and 57.5 and 34 cents on butter and cheese. 

Mr. ANpERsON. Would the committee permit me to discuss that 
problem ? 

Mr. Fountarn. Yes. 

Mr. Anperson. I am not too well prepared. I will be glad to give 
you what I have, and furnish additional material in writing later. 

Some time ago a columnist made some slight reference to this 
problem and I did start a study of it. When I heard your committee 
was interested in it, I attempted to speed up that study, but un- 
fortunately I did not finish it. 

Mr. Reece. Pardon me. Off the record. 

(Discussion off the record.) 

Mr. Fountain. I prefaced the question with these factual situa- 
tions which are set forth in the releases of the Department. 

From the Ist to the 18th of April 1956, the support level in effect 
on manufacturing milk was $3.15 per hundredweight and the support 
level in effect on butterfat was 56.2 cents; and the related prices of 
cheese and butter were 34 and 5714 cents. 

And I asked if that was correct, and you said it was. 

Then I asked the question, now presumably processors who bought 
manufacturing milk and butterfat during the early part of April 
based the prices they paid to the producers on those levels and I asked 
you if that was true, and then you are proceeding to answer the 
question. 

Mr. Anprrson. I have a chart, so I will stand up, but I have no 
intention of walking out. 

As the committee knows, the Department has been struggling with 
the problem of the administration of, first, the Steagal amendment, 
later the Agricultural Act of 1948 and later the Agricultural Act of 
1949. All of these were based upon this same principle that support 
of the price of milk and butterfat sold by farmers would be through 
the purchase of product. At the earlier hearing I think the com- 
mittee joined me in the opinion that there were problems involved 
in this kind of an operation that were not involved in those, Con- 
gressman, in which you might be more immediately interested, such 
as tobacco or cotton, where it is possible to deal directly with the 
farmer. The problem > you have raised has been a continuing one since 
the program was first announced in 1949. 

I have a chart beginning in 1949 which shows the purchase prices 
under these several acts. There have been some changes. The price- 
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support program was first announce ed, as I remember, on February 8, 
1949. This line [indicating | represents the first level. 

I will read two short paragraphs from a press release dated 
February 8, 1949, identified as USDA 275-49: 

In carrying out any necessary support operations the Department will offer to 
buy in any area during 1949 butter of United States Grade A or higher at 59 


cents per pound for delivery before September 1, and at 62 cents a pound after { 
September 1. © 
A price was announced some time-in advance of the time it was to , 
vo into effect. 
The Department said at that time the support price program is | 
announced with its seasonal differential planned to encourage normal 
storage of butter in the spring and summer seasons of large production { 
for marketing in the fall and winter. By encouraging storage the 


program Is e xpected to prevent a drastic dec}ine in prices during the 
heavy producing season and a subsequent sharp rise during the months 


of low production. k 
Here is a decrease. Here is the most substantial increase in price. 
It happened back in early 1951. Here was another increase. Here 
was a drop. Here is the decline which interested this particular com G 
mittee, and here is the increase with which the committee is now ” 
concerned. t 
My study of this has not been completed. There have been 1 or 
cases, I am reasonably sure, in which dates were established prior to 1 
which butter would not be bought. With respect to cheese, and I { 
niust again ask the committee to bear with me, because I have not ‘ 
had a chance to examine all the documents and over this long period c 
it could be that Lam making a mistake. I would like, sir, the privilege 
to document this in writing and give you specific references. ( 
Mr. Founrarn. We would be glad to have it. t 
Mr. Anperson. We have the same situation with respect to cheese. 
If my memory proves correct, the April 1 date is the first in all of 
this history that any date was ever put in with respect to cheese. 1 
say I think there were some with respect to butter. h 
With respect to cheese, so far as my memory serves me, no date was N 
ever inserted. r 
With price increases of that kind, of that size, no date was ever in- 
serted. 
Mr. Rerce. May I make an inquiry there? 
Mr. Fountain. Yes. a 
Mr. Reece. That is, this order that was issued, you fixed a previous v 
date at which the cheese and also butter must have been, after which t 


the cheese and butter must have been acquired in order to be eligible 
for purchase under the price-support program, the date being April 1. 
Mr. Anvrrson. The insertion of a date saying that products pro- 
duced prior to that time was the uncommon practice, if my memory 
serves me correctly. 
Mr. Reece. In the past there had been no date inserted after 
which 





Mr. Anperson. Except in 1 or 2 cases for powder and 1 or 2 cases 
for butter. 

If my memory serves, no previous date has been inserted with respect 
to cheese. 
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Mr. Reece. This was a precautionary measure taken by the De- 
partment in this regulation which had not customarily been taken, 
particularly with reference to cheese and in most instances with refer- 
ence to butter. 

Mr. Anperson. It is an action that had not been customarily taken, 
und it was taken at this time because of the particular circumstances 
facing the Department. 

The Department’s theory from 1949 to date has been the same, I 
think, as the congressional theory, if | understand it, and that is that 
normally if CCC raises its purchase price the effect is to raise market 
prices. 

That is inevitable. The market prices go up and I will agree wee 
the Congressman that any individual who owned products gets the 
benefit of the increase. He gets it either from the market or from sell- 
ing to CCC. 

Two times or the few times in the past when dates of this kind have 
been inserted have been, I am reasonably sure, applied to butter and 
powder and, if my memory serves me correctly, those dates were 3 
months prior to the time the price increase went into effect. It was 
done because butter and powder, unlike cheese, do not improve with 
age. While the Comptroller General’s opinion has nothing to do with 
this, one of the problems involved arises from the fact that cheese does 
improve with age, and the Department has always encouraged com- 
mercial storage. This improvement with age does not apply to but- 
ter and powders. The times we inserted a date of that kind for butter 
and powder, it was to restrict acquisition by the Department to butter 
or powde r of more recent produc ‘tion. 

The situation that prevailed in April this year in contrast to some 
of the earlier vears, was that CCC had a stock of approximately 240 
million pounds of cheese, some of which was of considerably earlier 
production. It was my opinion that under these circumstances in con- 
ast to previous situations, it might be advisable to insert a date. 

I say I hope the committee will bear with me, because I had not 
had time to check all these dates. I will be happy to supply the com 
mittee with documents to either verify or disprove what my memory 
recalls to me. 

(The Department of Agriculture later furnished the following 
information :) 

The following cheese, butter, and spray and roller nonfat dry milk purchase 
announcements contained a provision that contractors in submitting offers 
warranted that none of the product to be delivered was manufactured prior to 
the January immediately preceding the April-March marketing year during which 
purchases were made: 

Cheese: Ld-—2, dated April 1, 1954. 

Butter : 

Da-S2, dated April 2, 1951. 
Da-89, dated April 1, 1952. 
Da-99, dated April 1, 1953. 

Nonfat dry milk (spray and roller) : 

Da-84 and Da-—85, dated April 2, 1951. 
Da-91 and Da—92, dated April 1, 1952. 
Da-100 and Da-—102, dated April 1, 1953. 
Ld-3 and Ld—4, dated April 1, 1954. 


75575—56——20 
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Mr. Reece. But inserting the date, even though, Mr. Chairman, it 
was April 1, rather than April 18, that was a cautionary measure that 
you had ordinarily not taken? 

Mr. Anperson. My memory is that it had not previously been taken 
with respect to cheese. 

Mr. Reece. That gets back to my previous observation, Mr. Chair- 
man, in reading a preliminary statement which, whether intended for 
the press, inevitably will come first available to the press as it should 
be, if presentation is made, even though it may embody inquiries, 
that gives an erroneous picture of a situation unless the committee 
has evidence that the testimony that the gentleman is giving is not 
in accordance with the facts; and because it is unfair to the dairy 
industry and it is unfair to the Department which reminds me of 
an old saying that we have down home that “news can travel a thous- 
and miles, while a man is getting his britches on.” 

When a statement is made, then a correction through presentation 
of the facts embodied, revolving around the statement, do not catch 
up with the statement prepared for the press in advance of the hear- 
ing and I, for one 

Mr. Fountarn. Mr. Reece, you didn’t hear my statement. The 
Rules of the House require that a statement be made as to the purpose 
of an inquiry. I simply stated facts which, so far as I know, have 
not been contradicted and stated what the purpose of this inquiry 
was, and that is to find out why the Department made the increased 
purchase prices on cheese and butter applicable to products produced 
after the Ist of April, instead of limiting it to products produced 
after the 18th. 

Now, will you give us your reasons, Mr. Anderson, as to why that 
was done? ‘ 

Mr. Anperson. I think, sir, we have to put the question the other 
way: Why did we put in any date? Why didn’t we follow the prac- 
tice of putting no date? [ 

My explanation for inserting the date of April 1 is because in this 
particular year we had a stock of cheese that had considerable age. I 
think the question, sir, is the other way around, not why we went back 
to April 1; but why any date? 7 

Mr. Fountrarn. Well, why did you? 

Mr. Anperson. Because in this particular year we had a stock of 
cheese that was of some age. We assured those who had bought the 
cheese that we would buy it at the old price. We were protecting the 
Department to a slight extent by assuring that the cheese that it would 
get would be of somewhat more current production than it otherwise 
would be. 

The total amount of cheese that CCC will acquire will not be 
changed. It will not change the amount of gross revenue that the 
processor will receive. He will receive the revenue from the cheese 
produced prior to April 1 from the market price. The increase in 
the CCC purchase price was reflected in a higher market price. 

Then I understand that previously, inasmuch as no production date 
had been specified, that when the price support was raised, you simply 
bought all the cheese which was offered and paid the increased price 
for it, regardless of when it might have been produced, and it is my 
recollection with respect to cheese that that is the situation. 
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Mr. Anverson. It is my recollection that there were either 1 or 2 
exceptions with respect to butter, and perhaps with powder, and in 
those cases, instead of being 18 days—my recollection is that it was 
3 months and the purpose in this case, as in those cases, was to assure 
that the product acquired by CCC would be of somewhat more current 
production than it otherwise would be. 

Mr. Fountain. Well, Mr. Anderson, do you think the farmers got 
any benefit out of the retroactive feature, making the increase effective 
to cheese produced after April 1, if the processor had already pur- 
chased the milk on the basis of the previous price support ? 

Mr. Anverson. I say two things, Congressman: First, the return to 
farmers was unaffected. I will say, too, that this is one of the prob- 
lems that the Office of Price Administration struggled with when it 
raised price ceilings. 

So far as I know, there is no one, a Government agency or anyone 
else, who knows how to prevent an owner of an inventory from getting 
the increased price when the market price goes up. I know of no way 
of accomplishing that. I am sure if this committee can develop one, 
and the committee has been very helpful in trying to improve these 
programs, the Department and others will be interested in studying it. 

Mr. Hourzman. Mr. Chairman, at that point, after all these hear 
ings, Mr. Anderson, and after learning what we all have been able to 
glean from them, would you say that a good way to protect inventories 
was by a purchase-resale agreement? Would you say that that was 
just about the best way you | could protect inventories ¢ 

Mr. Anperson. What you are asking, is there any way we can assure 
that the processor upon whom the Government must depend under 
existing law is assured a maximum loss. That is really what you are 
asking. 

Mr. Hottzman. You made the statement, sir, that there was no way 
of preventing inventory profits, isn’t that so ? 

Mr. Anverson. I agree that when the market price goes up, there 
is no way of having 2 prices on 2 parts of the product that are similar 
except for the date of production. 

Mr. Hotrzman. Now, I ask you, sir, can you think of a better way 
to protect an inventory than by a purchase-resale agreement ? 

Mr. Anperson. I think I could devise many ways. I have not tried, 
sir. 

Mr. Reece. Mr. Chairman, one thing that has impressed me is—I 
have sat through these hearings—it is “that in the administration of 
this price-support program in commodities where the Commodity 
Credit Corporation of necessity must deal with processors, in the main, 
rather than the farmers direct, is really by the nature of a commodity. 
That despite the magnitude of the support program, the volume of 
money that has been - involved, that there has been no indication, no 
suspicion that any official of the Department of Agriculture had been 
benefited in any way; and certainly so far as I can see, no conclusion 
a the fact that these men in the Department have been trying 
to administer the law to the benefit of the dairy industry which in- 
cludes, of course, the farmer as constituting the d: Lury industry and 
it, is dealing w ith a commodity that is very difficult to write a law 
that gives complete direction about the best manner in which to admin- 
ister it and I think the good faith and the effort that the officials of the 
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Department of Agriculture made in the past few years to administer 
this law in the interest of dairy farmers, without attaching of the 
slightest suspicion of any wrongdoing on their part, stands as one of 
the finest commendations for Government administrators that I have 
observed during my period of service here in Washington. 

Mr. Fountaty. ] am sure the Department will appreciate that state- 
ment, Mr. Reece. 

Mr. Horrzman. I might just add one thing to it, that in spite of 
that big long speech the Comptroller General found the deal unau- 
thorized, and the Department of Justice agrees. 

Mr. Reece. 1 am not making it for the Department of Agriculture. 
I am sure I am expressing the sentiment of the dairy farmers which 
are represented here to their organizations as their chief representa- 
tives spoke before this committee a year ago, and whatever is done 
here, the chief effect is on the dairy, is on the dairy farmers, of course. 

Mr. Founvary. I think you are perfectly justified in expressing 
your opinion as to what has transpired and what the purpose of the 
law is, and how the Department has administered it, whether it be 
for the benefit of them, the benefit of the press, or whomever it might 
be for. 

Mr. Reece. Give the basis for the observation that I made earlier, 
that in a committee of this type, nonpartisan in both purpose and op- 
eration, that the minority ought to have available to it equal facilities 
for developing information and not come into a committee room com- 
pletely in the dark as the minority has constantly had to do in connec- 
tion with this hearing, and I, at the appropriate time, want to appeal 
tothe chairman to make such facilities 0 5 to us, 

Mr. Founratrn. Mr. Reece, I have, as I said before, made everything 
in our office available to Members of Congress. It takes just about 
all of my time conferring with Mr. Naughton and picking up infor- 
mation to find out what has transpired and as chairman of the com- 
mittee, and in observing other committees it is unfortunate in a way, 

find, that I have the primary responsibility of getting these facts 
und trying to lead these inquiries, regardless of how they may come 
out, but you can get anything out of that office. Call on them for 
anything you want to. 

Mr. Reece. I am sure that is the case. 

Mr. Founrary. If the counsel had to go around to every member 
of the committee and find you when he could, we never would have 
time for these hearings. 

Mr. Reece. I am not in any way saying anything in criticism of 
Mr. Naughton. 

Mr. Founratn. It sounds like a criticism of the chairman. 

Mr. Reece. Nor of the chairman. 

Mr. Honrzaan. Would the gentleman yield? 

And the gentleman said that the chairman and counsel have done 
an honest job here, and have kept all information available to the 
gentleman. 

Mr. Reece. If we had time and facilities to dig it out, it would be 
available, but 





Mr. Horrzman. Then it is the gentleman’s time that is the problem, 
not the chairman’s conduct or Mr. Naughton’s. 

Mr. Reece. What I am speaking about is that we ought to have 
made available to us somebody to help develop this information and 
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collate it for us. If we had the counterpart of Mr. Naughton, then 
I think 

Mr. Fountarn. There may be some merit in what you said about 
that, but I think that is a matter for the full Government Operations 
Committee. 

Mr. Reece. If it is just Mr. Naughton to be made available to us, 
and somebody sitting in Mr. } Naughton’s place working directly for 
the chairman, it is not the individual that is involved. I am satisfied 
with Mr. Naughton. 

Mr. Fountarn. That question, Mr. Reece, has been raised before the 
Government Operations Committee a number of times and it seems 
to me that the full committee would have to make the decision as to 
whether or not a specific member of the staff of a subcommittee were 
going to be assigned to the mimority to keep them informed and 
advised. 

Of course, the counsel is available, and in my contacts with Mr. 
Naughton and my observation of him, I have found that he is ready, 
able, and willing to give other members of the committee any infor- 
mation they want, but it takes all his time to get information, and by 
the time I have conferred with him and gotten the information myself, 
there isn’t much time left for him. 

Mr. Reece. We are discussing procedure now. You wouldn’t have 
the time individually to do the spadework and develop and collate 
the information that Mr. Naughton and his assistants have done for 
you. Tosay that we, the minority members, should undertake to do 
that on our own responsibility, I think is hardly—— 

Mr. Founratn. Mr. Reece, I can assure you this, whether you agree 
with it or not, as chairman of this committee, I have tried to be 
objective. If it happens to result that what we find reflects on 
someone’s efficiency or the way in which they have economized, that 
is something we cannot help. But I am going to try to be of help and 
[ am going to apologize to you gentlemen for taking your time and 
holding you here this much longer for an extraneous discussion. 

Mr. A\nperson. I would just like to say two things, if I may. 

First, in support of this belief that the market price goes up, and 
that the market is available, of course, the total CCC purchases of 
butter, cheese, run, as I recall, something like 15 percent of the total, 
so 85 percent is also going to the market, and T also want to say that 
any reference to what happened in the Departme nt in early years, I 
hope is taken for information purposes. I have no intention of 
criticizing what went on before, because I did most of it myself. 

Sometimes I get a little peeved with ore but with this particular 
part I am not, and I had no intention of criticizing other people in the 
Department. 

Mr. Founratn. We understand that. 

I think we all agree that we have a program here which is very 
difficult to administer. 

Mr. Reece. One thing that impressed me, Mr. Chairman, in the 
giving of this hearing, was that in the main the men who are admin- 
istering the support program now and within the last 3 years were 
the very men who were responsible for administering it in previous 
years. 

Mr. Hourzman. This is the nonpolitical, bipartisan approach you 
have been talking about. 


Good. Fine. 
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Mr. Fountain. Mr. Anderson, did you observe any evidence of 
withholding by the trade in apparent anticipation of an increase in 
the parity price support ? 

Mr. Anperson. We will be happy to supply the committee with 
daily purchases during March and April. That will give an objective 
answer to that question. 

Mr. Founratn. Thank you, sir. 

My reason for asking that question was, there appeared in the Wall 
Street Journal toward the end of April—we don’t have the specific 
date—this item : 

Butter purchasing by price-proppers surges as supports go up. 

Butter dribbled into Federal warehouses at a 600,000-pound-a-day clip during 
the first 2144 weeks of April. Then, on April 18, the Government hiked the sup- 
port — processors receive by 2 cents a pound. Result: The following Monday, 
Uncle Sam bought 4.3 million pounds, the biggest single day’s batch since March 
1954; daily prop purchases continue to average about 1.2 million pounds. 

Processors, of course, held back butter in anticipation of a boost in prices 
Despite the step-up in buying, Federal stocks of the spread totaled only about 6 
million pounds at latest count, down from 218 million a year ago. The Govern- 
ment keeps butter stocks down by selling and giving away the surplus about as 
fast as purchases are made. 

I might ask if you have any comment on that item? I realize it is 
just a news item. 

Mr. Reece. If you will permit an interjection there, that would seem 
to indicate when the price support was raised, that the price of butter 
and cheese went up, which was the whole purpose of the action that 
was taken by the President through his announcement. It would 
seem to me 

Mr. Anperson. I would like to make a few comments. We will 
supply you with the daily purchases so that you may be the judge. 

Mr. Fountain. We will be glad to have it, sir. 

Mr. Anperson. Prior to this time, Congress had expressed con- 
siderable interest in the dairy situation, and had before it and I think 
passed a bill which would have raised prices to farmers by much more 
than the cost of storage. 

Mr. Fountain. That’s right. 

Mr. Anverson. If processors did not, in view of what Congress was 
discussing, withhold some stocks, it would be amazing. If our theory 
is correct, t, and I am sure it 1S, the market price would go up and they 
would get the increased price on the market. The “only effect of 
changing that date would be that CCC would buy butter of a little 
later production. Total purchases would have been the same. 

I still feel very strongly that the gross returns to processors would 
be the same. I emphasize the long discussion in Congress, its intense 
interest in the dairy problem, an interest in which I am sure all of you 
participated. 

It would be somewhat surprising if some degree of stock withholding 
did not take place. 

Whether it did or not, Iam not in position to say. 

Mr. Founrarn. Of course, that is something over which you all 
would have no control. 

Mr. Anperson. No control whatever. We cannot force them to sell 
to us. 

Mr. Founrarn. Mr. Anderson, can you give us the amounts of butter 
and cheese produced on and after April 1, which were purchased by 
Commodity Credit Corporation prior to April 18, and after April 187% 
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Mr. AnperRSON. I cannot at thistime. I understand that your inves- 
tigators obtained that information from our Cincinnati office. 

Mr. Fountain. May we have those figures to see if you can confirm 
them ? 

Mr. Anverson. No, sir; I cannot. I will have to check. 

Mr. Fountarn. We will state the figures, and you can later check 
them. 

(The following information was later furnished :) 


Purchases. of butter and cheddar cheese to support prices to producers of milk 
and butterfat, April 1956, by days 


{In pounds] 








Date Butter Cheese Date Butter Cheese 

en pales 7 740, 288 18 41,052 236, 891 
Biankbaviemaetonas: 834, 197 19 788, 379 
ae ; 1, 140, 088 165,498 || 20. 1, 022, 420 70, 051 
| J 727, 144 635, 200 23 4, 173, 403 907, 814 
a sta 940, 269 24 4 965, 736 343, 998 
wk 277,315 25 1,654, 617 393, 092 
10 649,472 || 26 1, 706, 397 1, 430, 575 
Reis ond ‘ 269, 509 27 1, 369, 353 441,439 
12 518, 140 357, 687 30 900, 976 891, 780 
DES Stiinnp > dRdoneun 407, 965 583, £34 

ee : 352, 365 1,020, 458 Total 19, 502, 433 12, 091, 610 

Danser ‘ ‘ 359, 116 854, 452 


Mr. Naveuron. This is information which was given to us by the 
Cincinnati office of the Commodity Stabilization Service. <A letter 
of May 10 indicates that butter purchases from April 1 to April 18 of 
butter produced after April 1 amounted to 2,462,508 pounds. 

Butter purchases after April 18 of butter produced between April 1 
and April 18 amounted to 11,950,549 pounds. 

A supplemental letter indicated that an additional 363,764 pounds of 
butter produced after April 1 were purchased between April 1 and 
April 18. 

So that the total amount of butter produced between April 1 and 
April 18 and bought before the 18th was 2,826,272 pounds. 

The total amount of cheese produced between April 1 and April 18 
and bought prior to the 18th was 172,813 pounds. 

The total amount of cheese produced between the Ist of April and 
the 18th, and bought after April 18, was 7,236,568 pounds. 

Mr. Founrarn. Mr. Anderson, then since these figures, assuming 
they are correct, and if they are not correct you can advise our staff 
later, indicate that about 12 million pounds of butter produced prior 
to the 18th were purchased after the 18th, the 2 cents per pound addi- 
tional would amount to about $240,000, would it not, just in round 
figures ? 

Mr. Anperson. I will trust your arithmetic, sir. 

Mr. Fountain. That is my arithmetic. 

Mr. Anperson. I would probably trust yours more than mine. 

Mr. Founrarn. And 1 cent per pound additional on 7 million pounds 
of cheese would amount to $70,000. 

Now, if you had put the increases into effect only on cheese and 
butter purchase after the 18th, regardless of what the prior custom 
had been, you might not have to pay out about $300,000, isn’t that 
right ? F 
Mr. Anperson. No, sir. 
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Mr. Fountatn. Why not? 

Mr. Anperson. They would have held that butter and sold it to 
the trade and sold to CCC a larger amount of butter produced after 
April 18. The total payments by Commodity Credit Corporation 
would have been exactly the same, in my opinion. 

Mr. Fountain. In other words, it is your contention that Com- 
modity Credit Corporation would not have paid out a dime more 
had the other procedure been used. 

Mr. Anperson. It would have been paid out on different butter. 

Mr. Fountain. Of course, you are assuming what the processors 
would have done. 

Mr. Anperson. Certainly, sir. But I see no reason why a date put 
in the press release would affect the amount of butter consumers buy, 
and thus the total amount available for sale to Commodity Credit 
Corporation. 

Mr. Reece. No more than taking the wheat out of one storage bin, 
just take it out of another storage bin, and fill that one up. 

Mr. Anperson. It would have given us butter of a somewhat later 
date of production, but the advantage of 18 days was so minor it 
didn’t seem worthwhile to have 3 prices. 

Mr. Founrary. Mr. Anderson, did you have any instances in which 
contracts for cheese and butter made at the lower prices were canceled 
during the month of April? 

Mr. ANDERSON. “ have one which is now under study. There 
may have been two. I do not have the exact figures. I know of one 
which is now under study. 

Mr. Fountarn. Did you get any information on that, Mr. Naugh- 
ton? 

Mr. Navueuton. We have a list of butter contracts canceled. 

Mr. Fountatn. Where did you get that information? 

Mr. Naventon. This came form the Cincinnati office, also, 

Mr. Fountarn. How many were there? 

Mr. Naveuton. I count 13 butter contracts. 

Mr. Fountarn. Canceled during the month of April? 

Mr. Nauenton. Nine of these are slightly more than 30,000 pounds, 
and the other 4 for more than 60,000. 

Mr. Fountarn. If there is no objection, we will insert those in the 
record. 

(The list of cancellations is as follows :) 


Butter contracts canceled 











Vendor | Contract Quantity Date Certificate 
scp tpildabgaelilamaguaeaniinglaians i aarapinigaeibcnaas sclideipsanciehaiciabipataaaaimia a 
State Brand Creamery, Mason City, Towa. CT (FF) 14692 31,104 | Apr. 3,1956 | B-—107011. 
CT (FF) 14692 } 31, 104 a B-107012, 
Max Schimmel, New York, N. Y_.---------| CT (FF) 14662 | $2,721 do........| B-54382. 
Do- | CT (FF) 14451 30, 036 |.....do_.......] B-54361 
CT (FF) 14451 | 34,358 | do_.......| B-54362. 
State Brand Creamery, Mason City, Iowa..| CT (FF) 14670_-.. 32, 128 ae B-106984, 
| CT (FF) 14670 | 31, 104 | do_.......| B-106983. 
Do. : | CT (FF) 14448 31, 580 |... -do__....__] B-97600. 
Do CT (FF) 14669 | 31,104 do B-106969, 
Max Schimmel, New York, N. Y-- CT (FF) 14756 | 35,100} Apr. 10, 1956 | B-54767. 
CT (FF) 14756. | 33, 800 do... -| B-54768. 
Howard Golz Co., Chicago, Il | CT (FF) 15023 | 33,420] Apr. 13, “1956 | B-85190. 
Do. ; ; | CT (FF) 15024 30, 000 | do... | B-85816. 
Do.. CT (FF) 15030_...| 30,000 | 5 B-85819. 
iO... CT (FF) 15077__-- 30, 000 eee es _| B-85825. 
Do CT (FF) 15078__..| 33, 300 do... | B-85823. 
Hunter-Walton Co., New York, N, Y-..-.. CT (FF) 


14441... 38,090 | Apr. 12,1956 | B-54703. 
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Mr. Founrartn. Do you have an extra copy we can give Mr. 
Anderson ¢ 

Mr. Ho.tzman. Perhaps Mr. Anderson would like to look at that. 

Mr. Founrarn. Would you like to take a look at this, Mr. Anderson ? 
I don’t know that it would add anything, but you might have some 
comments. . , 

Mr. Anperson. We will have a copy of it and study it along with 
those now under study. 

Mr. Founrarn. I will ask you this: Is there or is there not a specific 
provision in the contract allowing cancellations ? 

Mr. Farrington? 

Mr. Farrrncton. I do not recall that there is one, Mr. Fountain. I 
would have to review the contract. 

Mr. Ricwarps. In the normal course of events, we would normally 
permit cancellation. 

Mr. Fountain. Wouldn't have to buy it up? 

Mr. Ricnarps. Wouldn’t have to buy it 

Shortly after, very soon after the President’s veto was announced, 
and the new program was announced, we advised the two offices con- 
cerned not to accept any cancellations, and during the period when 
the bill was on the President’s desk and while it was under considera- 
tion by the White House, there may have been a few cancellations, 
mainly on the basis of hindsight that we should have stopped it as soon 
as the bill stopped before Congress. 

Mr. Fountain. You must have had good reason for requesting 
there be no cancellations. What was that? 

Mr. Ricnarps. As soon as the President had announced what he 
was going to do, we thought at that time there was no—that cancella- 
tions would be in effect for a later resale and we thought it inadvisable 
to have cancellations when we knew the price was going up. 

Mr. Hortzman. Would that be on the basis that you tried to pre- 
vent a windfall? Isnt’ that so? Or try to prevent people from mak- 
ing some undue profit ? 

Mr. Ricwuarps. Well, I think the Government had a contract, and 
we normally don’t revise our contracts to the disadvantage of the 
United States. 

Mr. Hotrzman. I am trying to understand this now. 

The reason you decided not to accept cancellation was because you 
thought, or the Department felt, that someone might profit unduly 
if they permitted the cancellation and then come in on the higher 
price. Isn’t that so? 

Mr. Ricuarps. Well, again I would say that the offer to purchase 
and the acceptance of it was a contract between the United States and 
the processor and if we voluntarily permitted cancellation we would 
be amending the contract, presumably to the disadvantage of the 
United States. 

Mr. Honrzman. You did permit such cancellations until this change 
in policy, isn’t that so, on the theory that you would not have to 
buy ¢ 

Mr. Ricuarps. Just for that period. We will permit cancellations 
now. 

Mr. Horrzman. It was just for that period to prevent some undue 
profit by virtue of the change in the situation at that time. Would 
that be a fair statement ? 
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Mr. Ricuarps. I think what we were primarily concerned with 
was not amending the contract or changing the contract to the dis- 
advantage of the United States. 

Mr. Fountain. Would it also be a fair statement to say that you 
all probably had some information as to what the President was 
going to say and that because of at least the possibilities that that 
infor mation might have been known by the outsiders, that you would 
therefore exercise a high degree of caution even prior to the an- 
nouncement by the President in not canceling contracts for fear of 
the possibility that some of the processors might reap some unnec- 
essary profits which would not 

Mr. Ricrarps. As far as T am concerned, I had no knowledge of 
what the President was going to say. I 

Mr. Founrarn. I ask that question of Mr. Anderson. 

Mr. Anperson. My first knowledge was received while the Presi- 
dent was speaking. I heard it over the radio. That was my first 
knowledge of it. 

Mr. Reece. Mr. Chairman, I think that is an unfortunate state- 
ment, that the people knew. 

Mr. Fountain. I said they would naturally exercise caution. 

Mr. Hourzman. Just a moment, Mr. Chairman. We are about to 
have the defense before any charge is made against 

Mr. Reece. This isn’t a defense, This is a charge that the chair- 
man made an imputation that the men on the operating level in 
the Department of Agriculture had reason to believe what the Presi- 
dent was going to do in advance and, in my opinion, no one knew 
what the President was going to do in advance, even including the 
Secretary of Agriculture. 

Mr. Fountain. You have a right to your opinion. I don’t know. 
I would just assume that since the Secret: iry of Agriculture 

Mr. Reecr (continuing). Not peddling ‘through the Department 
what his action might be. 

Mr. Founratn. Do any of you gentlemen construe my statement as 
a reflection upon you in any way 

Mr. Ricnarps. No. Mr. Fountain, I was simply stating that T 
would think that maybe the President had conferred with ‘the Sec- 
retary about the advisability of doing this thing, and because of their 
knowledge that it m: aybe was going to be done, ‘I was just assuming— 
if I am wrong, they can tell me and they said they didn’t know. 

Mr. Reece. Certainly, in your statement, if it in anywise reflected 
upon these gentlemen 

Mr. Founrarn. Whom did it reflect on? 

Mr. Reece. It carried the imputation, however, that they had been 
advised, 

Mr. Founrarn. I think it would be a right good thing for the Presi- 
dent to advise the Secretary of Agriculture and those in the Depart- 
ment as to what he is going to do on a matter of this kind just as 
I think it would be advisable for some of these agencies in Govern- 
ment to advise the President what they are going to do, which they 
probably do not. I don’t see anything wrong with that. 

Now, Mr. Anderson 


























Mr. Reece. And the fact immediately when the President made his 
announcement that they issued the order not to permit cancellations 
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would seem to me to be in sound judgment and I think to have issued 
an order in contemplation of what the President was going to do would 
have been presumption on their part and would have been criticized in 
Congress. 

Mr. Huenes. Quite a point seems to be made here that there was 
some withholding of butter and cheese which was later sold to Com- 
modity Credit Corporation after the April 18 date; that maybe there 
was advance knowledge on the part of the industry that the President 
was going to take the action that he did to increase the support prices. 

Mr. Fountain. We have no information to that effect, I might 

say. I was asking the question, if you would not normally, inasmuch 
as such a short period of time was involved, exercise precaution in try- 
ing to prevent a windfall in the event there had been a leak of some 
kind. There has been no accusation of a leak. We have no evidence 
there was one. 

Mr. Huaues. The fact there may or may not have been some with- 
holding, it would be amazing indeed to me with the debate that had 
gone on in Congress for months over raising the support prices, and 
the specific portion of the bill referring to the raising of dairy sup- 
port prices, that industry that had a stockpile that they would nor- 
mally sell to the Government, excess over what they can sell in normal 
trade channels, would be an amazing thing to me that we got during 
this period any butter or cheese sold to the Government at all. 

Mr. Reece. Mr. Chairman, if the President had signed the bill, 
would you have taken the same action ? 

Mr. Ricuarps, Yes, 

Mr. Rerce. Exactly. So what is all the fuss about ? 

Mr. Fountain. We are trying to find out. If you will give us the 
time to get all this information and facts on the record, it may be very 
helpful ‘to ev erybody. 

Mr. Anperson. Should we have tried to forecast the action of the 
Congress? We thought not. 

Mr. Founra1n. Beg pardon ? 

Mr. ANnperRsoN. Had we taken action on the basis of what Congress 
might do we would have been in position of forecasting the action of 
Congress. I think that would have been most unfortunate. 

Mr. Reece. You would have been criticized. So far as the impu- 
tation is concerned, for me to keep quiet until you can get the facts 
on the record, I have just as much right to put the facts on the record 
as the chairman. 

Mr. Founrarn. You certainly do, Mr. Reece, as long as they are 
facts. 

Mr. Reece. I don’t particularly appreciate that imputation. 

Mr. Fountarn. I don’t care what you appreciate, Mr. Reece, but 

I do think that the members of the committee can cooperate with the 
chairman to help us get the information and the facts. 

We will be able to meet time and time again, whenever we want to, 
after these gentlemen have left us, in order to say all we want to among 
ourselves. 

I am simply trying to get the facts. 

I think they have been most helpful to us thus far. 

Mr. Reece. You asked with reference to the date on which they is- 
sued the order withdrawing the privilege of cancellation. 








310 PURCHASE RESALE. TRANSACTIONS OF CCC 


Mr. Founratn. That’s right. Is there anything wrong with my 
asking that date? 

Mr. Reece. None whatsoever. He said he issued the order immedi- 
ately upon hearing of the action of the President in vetoing the bill 
and raising the support price. Then in turn I asked him the question 
if the President had signed the bill, whether he would have taken the 
same action. . 

Wasn’t that question all right? 

Mr. Founrarn. I see nothing wrong with it. 

Mr. Reece. Why criticize me ? 

Mr. Founrarn. I didn’t criticize you. You are asking the ques- 
tion. I have not criticized you for anything you have done. The 
only criticism I have heard is some statements made by you that the 
staff has done or not done, or the way the chairman is conducting this 
hearing. 

Mr. Reece. I didn’t want anything that I have said to in any wa 
reflect upon the members of the staff, because that was not intended. 

I just wanted a member of the staff comparable to Mr. Naughton, or 
even Mr. Naughton himself. 

Mr. Houtrzman. Can we extend that to the members of the com- 
mittee on the majority side? 

Mr. Reece. Certainly. 

Mr. Hourzman. Let the record indicate that, please. 

Mr. Founratn. I might say that if that is done, I hope that same 
kind of rec ipr ocity will take place in the event there should ever be a 
change in Congress. 

Mr. Hottrzman. I wonder if the chairman is thinking of the 83d 
Congress Government Operations ? 

Mr. Reece. Just speaking out of my experience, as chairman of a 
committee some time ago, I per mitted the ranking minority member 
to name on his own instance an employee that reported to nobody 
except a ranking minority member. 

Mr. Fountain. Was that a subcommittee or a full committee? 

Mr. Reece. That was a full committee, a special committee; which 
I was perfectly glad to do. 

Mr. Founrarn. I hope we can close out these comments between us 
until we can get the facts on the record. 

I will say this, that I think that there is substantial merit in the 
position you take that the minority ought to have someone delegated 
to them to assist them, if they can find the time to do it. 

In the prepar ation of this thing, they want. to do 

Mr. Reece. That is what I as chairman did, and it wasn’t particu- 
larly harmful for any mimority member as far as the committee was 
concerned. 

Mr. Fountain. Mr. Anderson, do you know of any instances that 
occurred in which contracts for cheese or butter at the lower price 
were canceled, and later the CCC was offered the same cheese or butter 
at the higher price ? 

Mr. Anperson. I know of one case with respect to butter. 

Mr. Fountarn. Who was that ? 

Mr. Anperson. It was offered by Mr. Howard Golz in the first 
instance; the butter was offered by Mr. L. D. Schreiber in the second. 
That is the case which we now have under study. Payment is being 
withheld. 
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Mr. Fountarn. I believe that the fact that some butter contracts had 
been canceled and then reoffered was called to your attention either by 
the subcommittee or after the subcommittee began its study of this 
particular problem we are discussing today; is that right? 

Mr. Anperson. As I recall, it was called to my attention by our 
Cincinnati office where all this work was done. I am not certain of 
the exact time. 

Mr. Founrain. Now, as I understand it, under the dairy price sup- 
port program, and this is somewhat repetitious, but I mention it for 
information purposes, the Secretary set the price support at such level 
between 75 and 90 percent of parity as he determines is necessary to 
assure adequate supply. I believe that was your testimony at a pre- 
vious hearing in connection with the 

Mr. Anperson. The General Counsel has a copy of the law. I am 
sure he will be glad to read it to you. 

Mr. Fountratn. We are not interested in the law at the moment. 
I am just interested in your opinion as to whether that is true or not. 

Mr. Anperson. That is what the law says; yes, sir. 

Mr. Fountain. That level is normally announced in advance of 
the marketing year; is that right? 

Mr. Farrinectron. The law says, “Insofar as practicable,” Mr. 
Chairman. 

Mr. Fountarn. It is normally announced that way. Hasn't that 
been the practice? 

Mr. Farrincron. My—— 

Mr. Anperson. It has always been announced prior to the marketing 
year. 

Mr. Founratn. It is not usually changed during the marketing 
year, is it ? 

Mr. Anverson. It has been changed during the marketing year. 

Mr. Founrarn. I am not referring to change in the purchase price 
for butter or cheese, but the support level for manufacturing milk and 
butterfat. 

Do you know of an instance in which it has been changed in the 
middle of the year? 

Mr. Anperson. There are instances where the purchase prices have 
been changed. I don’t recall a case where the level of the support 
has been changed. 

Mr. Founratn. I believe Mr. Shulman testified during our hearings 
on the DA-112 transactions on page 139 of the transcript, and I quote: 





Once that level of support has been announced, the law contemplates that it 
will be retained for the entire marketing year. 

Do you in any way disagree with that statement ? 

Mr. Farrtneton. No, Mr. Chairman. He was speaking about a 
reduction. The support level can be increased at any time the factors 
justify. It cannot be reduced; but it can be increased at any time. 

Mr. Founrarn. Even after it has been announced ? 

Mr. Farrtnaron. Yes, sir. 

Mr. Coorrer. The law contemplates that it will be increased if cer- 
tain factors prevail. We announce in advance of the marketing sea- 
son the estimated price in dollars and cents based upon a percentage 
of parity as of the beginning of the season, and when that is an- 
nounced—— 

Mr. Fountatrn. Yes. 
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Mr. Coorrr. When we come to the beginning of marketing season 
and that dollars-and-cents price which we previously announced is 
less than the actual percentage level we must go up. 

Mr. Hotvzman. Has it ever been less than the level, and have you 
ever had to go up during the course of a year so far as you can 
remember ? 

Mr. Coorer. During the course of a year? I don’t recall; there are 
too many commodities. I would have to check. 

Mr. Founraty. I am not referring to purchase price. I am refer- 
ring to the support level. Once the support level for manufacturing 
milk and butterfat has been announc ed, does the law contemplate 
that it will be changed during the course of the year ¢ 

Mr. Farrineron. It can be. 

Mr. Coorer. It authorizes— 

Mr. Farrineron. If the increase factors justify it. 

Mr. Founrain. What does Mr. Shulman mean by his statement? 

Mr. Coover. He was speaking about reduction, that it cannot be 
reduced. 

Mr. Founratn. As I understand it, you don’t know of any instances 
in which the support level has been changed once it was set 

Mr. Cooper. The percentage of parity. 

Mr. Founrarn. Yes; percentage of parity. 

Mr. Cooper. I do not offhand recall, but we would have to check, 

Mr. Founrarn. This year is the first instance, isn’t it ? 

Mr. Coorrer. We would need to look. 

Mr. Founrain. Now, in 1954——— 

Mr. Horrzman. Mr. Chairman, excuse me. May we get that from 
Mr. Cooper, if we can develop that information for the record, 
whether prior to this year they had ever had any occasion to change 
the support level from the announced price on these particular items, 
manufacturing milk and butterfat / 

Would you develop that for us, if you can, Mr. Cooper ? 

Mr. Coorer. May it also include any other commodities ? 

Mr. Hotrzman. I am only interested in manufacturing milk and 
butterfat. 

(Mr. Cooper later advised the subcommittee that he had been unable 
to find any other instance of such a price-support increase on milk or 
butter fat.) 

Mr. Rerce. May I ask this, Mr. Chairman, how this change in the 
support price came about? What was it the result of ? 

Mr. Fountarn. The President’s veto of the farm bill. 

Mr. Reece. Speak loud enough so that the reporter can hear you. 

Mr. Fountatn. The record also says what happened. 

Mr. Reece. As a result of the action of the President in his veto. 

Mr. Founratn. The President is the one who made the change. 
They said they didn't know anything about it. 

Mr. Reece. If the President had signed the bill, there would— 
would there have been a change in the support price? 

Mr. Founratn. I think there would have been. 

Mr. Resse. By the law itself. 

Mr. Fountain. The law was vetoed. 

Mr. Reece. Then the President took the alternative action when he 
vetoed ? 

Mr. Founraty. I think the record shows that. 
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Mr. Rerce. The change in the support price would have been ac 
complished, had the President signed the bill the same as if he had 
vetoed it. 

Again, I ask what the shooting is all about. 

Mr. Fountain. In 1954, Mr. Anderson, the Solicitor wrote an 
vpinion for the Secretary to the effect that although the Secretary 
himself made the determination as to the level of support necessary to 
insure an adequate supply, he was bound to make that determination 
in good faith at a level no higher than he actually thought necessary ; 
and the Secretary cited that opinion of the Solicitor in explaining why 
he was bound by law to reduce the price supports on dairy products 
from 90 to 75 percent of parity in 1954, did he not ¢ 

That is true, isn’t it ? 

Mr. Farrineron. That is true; yes, sir. 

The law specifically provides that the Secretary shall set the level 
of price support at the level necessary to insure an adequate supply. 

I would like to make one other comment, Mr. Chairman, on that 
matter of changing price supports during the course of the year, if I 
may. 

The statute which says the level cannot be reduced, but can be in 
creased is a general statute applying to all price supported com 
modities and does not relate particularly to dairy. The same statute 
applies to all commodities. 

Mr. Founrarn. Thank you. 

Mr. Hontzman. May I ask a question on that? Does the statute 
specifically state that price supports cannot be reduced, but can 
be increased ¢ 

Mr. Farrtneron. Yes, sir. 

Mr. Hourzman. In specific language, or is that an interpretation / 

Mr. Farrineton. I don’t believe the price support—it is section 
406 of the Agricultural Act of 1949. 

Mr. Horrzman. Let’s get it into the record at this point. I think 
we should get that section in the record at this point. 

Mr. Founrary. Do you happen to have that section there ? 

Mr. Farrineron. Yes, sir. 

Mr. Fountain. Will you read it, please ? 

Mr. Farrineron. Yes, sir [reading :| 

The Secretary shall, insofar as practicable, announce a level of price support 
for field crops in advance of the planting season and for other agricultural com- 
modities in advance of the beginning of the marketing year or season (January 
1 in the case of commodities not marketed on a marketing year or season basis), 
but the level of price supports so announced shall not exceed the estimated maxi- 
mum level of price supports specified in this act, based upon the latest informa- 
tion and statistics available to the Secretary when such level of price support 
is announced ; and the level of price supports so announced shall not be reduced 
if the maximum level of price support when determined is less than the level 
so announced. 

a Horrzman. On that point, I would like to address this to coun- 
sel and Mr. Cooper. 

From what you read, I see nothing which says you cannot reduce. 
You cannot reduce, but you can increase. That section simply says 
that if we are supporting dairy products at between 75 and 90 per 
cent of parity, you can’t go below 75 nor beyond 90; isn’t that so 4 

Isn’t that so, sir ? 
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Mr. Farrineron. There is, of course, no provision in the statute 
against increases in price-support levels. 1 believe if we consider 
all commodities, support levels have been increased on several occa- 
sions. I would have to check that. 

Mr. Hourzman. As you read that, and I am talking from my recol- 
lection, I think the section says that if we are supporting a particular 
commodity at between 75 and ‘90 percent of parity, you cannot go below 
75 nor beyond 90. That is all that section says 

Mr. Farrineron. It says—pardon me, sir—and the level of price 
support so announced shall not be reduced if the maximum level of 
price support when determined is less than the level— 

Mr. Hoirzman. Does the so-announced level apply to an increase 
as well as a reduction ? 

Mr. Farrinerton. It is all qualified. It says, shall not be reduced. 
It does not say it shall not be increased, Mr. Congressman. 

Mr. Horrzman. Actually, the way I read this section, and the way 
I heard it read, it seems to me that it says in essence that on the basis 
of the best available information at the time you are to announce your 
program, and from then on you cannot reduce. It says nothing about 
your rieht to increase ; isn’t that so ? 

Mr. Farrineton. Well, Mr. Congressman—— 

Mr. Hottzman. So that that is not in the section per se. That is 
an interpretation which the Department has placed on the section; 
isn’t that so? 

Mr. Farrtneron. I think that’s correct, sir. I think it is supported 
by the legislative history. 

Mr. Hotrzman. That may be. I am not quarreling with the intent, 
but there is nothing in this section which specifically says that you don’t 
have a right to reduce during the marketing year, but you have a right 
to increase. 

All it says is that you don’t have a right to reduce beyond the lowest 
price. Isn’t that so? 

Mr. Farrtneton. No, sir. It says reduced below the level so an- 
nounced. 

The level announced has to be the minimum level for that year. 

Mr. Houtrzman. That’s right. 

Mr. Reece. At the right time, Mr. Chairman, I may be a little 
obtuse, but I would like to, if it doesn’t cause us too much difficulty, 
to know just what the purpose of this question is. 

Mr. Honrzman. I refuse to give the gentleman my purpose for do- 
ing that. 

Mr. Reece. I am not referring to your question, but to the overall 
question. 

Mr. Hotrzman. We are trying to find out just what rights the De- 
partment has, what the laws says. Ifthe gentleman doesn’t think that 
Is germane, that is fine. I think it is. 

Mr. Reece. I just wanted to know what the purpose was, whether 
he was trying to establish that they didn’t have a right to raise the 
support prices in April. Is that what we are hoping to establish ? 

Mr. Hotrzman. It is going to remain a dark secret with me, Mr. 
Reece. 

Mr. Fountatn. We are trying to establish what transpired. The 
subcommittee can form its own opinion as to whether that was proper 
or whether it was improper. 
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Mr. Reece. But that is what we are trying to determine, whether 
there was authority for raising the support price on certain agricul- 
tural products? 

Mr. Founrarn. Of course, the primary thing, as I stated at the out- 
set, is to determine whether or not some of these processors got wind- 
fall profits as a result of the retroactive effect on cheese produced from 
April 1 to April 18. 

Mr. Reece. This particular question we are discussing now. 

My question was asked in good faith. I wasn’t quite sure what we 
are trying to show. 

Mr: Knox. Mr. Chairman, I should like to ask the counsel your in- 
terpretation of the law. 

As I recall, what you read from there, the law was that the price 
announced by the Secretary as of a certs ain date could not be lowered, 
whether you were going to support cheese at 34 cents, whether you were 
going to cogrpert batten fat at 56 cents—that would carry through for 
that particular ye 

Mr. Farrtncron. The marketing year; yes, sir. 

Mr, Knox. You could not reduce it bsdenn that. That was for the 
year. Butas circumstances should arise, the Department has the right 
to increase that parity price. 

What happens if they should increase it, we will say, from 56 to 58? 
Does that announcement then carry through for the balance of that 
year? 

Mr. Farrinaton. Yes, sir; it would. 

Mr. Horrzman. Then, the yardstick would be that in no event can 
it exceed the highest support price. Is that correct ? 

Mr. Farrineron. That’s correct. The maximum level set. 

Mr. Houttzman. This is an administrative interpretation which has 
been followed over the years; is that correct ? 

Mr. Farrtneton. That’s correct, and which we feel is supported by 
the legislative history of the law. 

Mr. Founrarn. Now, on February 14 of this year, the Sec retary 
announced that he had determined that the support level necessary 
to insure an adequate supply was 3.15 for manufacturing milk and 
56.2 for butterfat during the marketing year from April 1, 1956, to 
March 31, 1957. 

Now, my understanding is that the position the Secretary has taken 
in the past is that once he has made his determination, that determina- 
tion is, to quote the Solicitor’s opinion, “final and conclusive.” 

Now, on what asi: does the Department justify the action of the 
Secretary on February 18, under his previous interpretation of the 
law, in increasing the Manado level ? 

Mr. Farrrncron. I don’t quite understand the reference to the words 
“final and conclusive.” 

Bas Founrain. Those words were used in the Solicitor’s opinion, 

s I recall. 

i Farrtneton. His determination cannot be questioned. It is his 
decision under the law. It does not mean he cannot change it. 

Mr. Founrarn. Doesn’t mean he can’t change it? 

Mr. Farrineron. Doesn't mean that at all. 
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Mr. Founrary. Just exactly what new information was available 
to the Department on April 17 or 18 that would not have been avail- 
able if you had wanted to find it on February 14? 

Mr. Hvuecues. Mr. Chairman, there was new information that came 
up. We had new numbers on, new figures on livestock numbers, new 
ligures on corn consumption which became available. 

Actually, the February 14 announcement which you referred to was 
the bourd decision of February 8, which was delayed until it was 
cleared with the Secretary. 

Numbers of milk cows and replacement stock on January 1, 1956, 
were below a vear earlier. Those figures, however, did not become 
available until February 13. 

These figures were milk cows 2 years old and over, on January 1, 
1955, 23.462.000, and on January 1. 1956, 23,318,000, a dropoff in the 
neighborhood of 100,000, 

Milk cow replacement stock, heifers 1 to 2 years old, on January 1, 
1955, 5,786,000, and on January 1, 1956, 5,492,000. 

Heifer calves saved for breeding stock, on January 1, 1955, 6,113,000, 
and on January 1, 1956, 6,067,000, a substantial drop. 

And a continued increase in fluid milk consumpton. Daily sales of 
whole milk in 30 Federal order market in January 1956, published in 
the fluid milk and cream report, March 19, 1956, were 5 percent greater 
than a vear earlier, and there was a further decrease in Commodity 
Credit. Corporation stock, particularly of butter, and some decrease 
in cheese, 

That was available to us at a later date, that we did not have avail- 
able on early February date. 

Mr. Founrarn. When were those facts made available to you? 

Mr. Hueues. The facts that I have here on the dairy cow numbers 
were published February 15, and fluid milk and cream report was 
published March 19. 

Commodity Credit Corporation stocks of butter and cheese had 
continued to drop throughout this period. 

Mr. Fountain. Of course, the Secretary’s decision was announced 
on February 14, at which time you did have some information about 
some of them. 

Mr. Hueuers. That was a board decision, Mr. Chairman, as of Feb- 
ruary 5. 

Mr. Founrarn. Do I understand that in view of that information 
which came to the Department, or facts which you discovered in 
March, that you were contemplating raising the support level prior 
to the announcement of the President ! 

Mr. HucGues. We have always kept that in mind, sir, on all com- 
modities, including milk and butterfat, that w henever there is an op- 
portunity to raise the support prices and facts will justify it, it would 
be raised; and that was further evidenced in the raise in soybean and 
flax supports that took place earlier, and we were mindful of the Presi- 
dent’s announcement indicating that it was our obligation to keep the 
supports at as high a level as possible, consistent with the knowledge 
that we had of the production and stocks. 

Mr. Founrarn. I understand that you always keep those things in 
mind, but the question I asked was, were you seriously considering 

raising the support level prior to the announcement of the President ! 

Mr. Hotrzman. The veto, you mean. 
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Mr. Fountrarn. Prior to the veto, and the announcement of the 
President that he was raising the support level. 

Mr. Hucues. I would say, sir, that the matter had been discussed. 

Mr. Founrarn. If the Pi esident had not raised it, on the basis of 
your discussion prior to that action, what is your opinion as to whether 
or not the support level would have been raised ? 

Mr. Hucues. You are assuming that if the President had not made 
the—— 

Mr. Fountarn. If he himself had not—— 

Mr. Hvenes. Had not also vetoed the bill. 

Mr. Fountain. If he had not vetoed the bill and announced the 
increase. 

Mr. Huaues. I can’t say. Of course, that is a decision that rests 
with a number of people in the Department of Agriculture, and I 
can’t speak for the Secretary of Agriculture. 

Mr. Fountain. But anyway, after that announcement was made, 
you did feel that you had to go ahead and raise the price; is that 
right ? 

Mr. Hueues. We are in the habit of following the President’s di- 
rections, sir. 

Mr. Fountratn. You would have done that, I assume, even if the 
factual situation had not changed inasmuch as he is the executive head 
of the Government ? 

Mr. Hueues. I have had limited experience in Government, but I 
assume that the President’s message was to be followed, sir. 

Mr. Fountain. Yet I understand—did you know the President was 
going to raise the price support level prior to the announcement ? 

Mr. Hucues. No, I did not, sir. 

Mr. Fountarn. Do you know of anybody in the Department who 
did know it? 

Mr. Hucues. I assume that those at a higher level than myself 
would have known, although I don’t know. 

Mr. Founrarn. They hadn’t discussed it with you ? 

Mr. Hucues. No, sir. 

Mr. Reece. Mr. Chairman, was there very widespread objection 
among the farmers and dairy farmers m particular at the action of 
raising the support prices ? 

Mr. Hueues. As a result of the President’s announcement ? 

Mr. Reece. Yes. 

Mr. Hucues. I think it was favorably received. 

Mr. Reece. Favorably received? There has been no general 
criticism of it? | 

Mr. Hueues. Certainly not. 

Mr. Reece. From the farmers? 

Mr. Hucurs. The President went at least part way in—by adminis- 
trative order—in setting forth what Congress wished to do by legis- 
lation. , 

Mr. Reece. As I understand it, the whole purpose of price support 
or act is to help farmers. I am at a loss to understand why die 
should be any general objection to taking an action that helps the 
farmers, 

Mr. Hugues. Mr. C ongressman, I am somewhat at a loss to know 
here why there should be criticism in raising support prices which 
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increase the price to farmers, and would increase the income when 
they—if we really believe in bringing farmers more income 

Mr. Knox. Mr. Chairman, it would seem to me that the Executive 
order that went to the Department of Agriculture certainly must have 
been discussed with the Department of Agriculture as Mr. Benson 
is a part of the administration. 

{ don’t think this was anything that was deliberate on the part of 
the President. 

Mr. Hucues. I didn’t say that it was, sir. 

Mr. Knox. Undoubtedly it must have been discussed with the 
Department before the Executive order went out. 

Mr. Hvuenes. We assume, of course, that the Secretary of Agricul- 
ture had made all of the facts available to the President before he 
made his decision. 

Mr. Knox. He would be highly justified in doing so. The President 
was possibly guided by it. 

Mr. Hueues. The President, being a man of integrity, would not 
have moved unless he thought the facts justified the move. 

Mr. Knox. You are correct. 

Mr. Fountain. Mr. Anderson, there appeared in the New York 
Times on August 10, 1954, at page 10, I believe it was, when the Sen- 
ate was considering legislation endorsing farm-prop plan, raising 
the support level, a statement indicating that Mr. Benson had told 
the press conference that there was, and I quote: 





a very real danger of windfall profits by speculators— 
on butter if the support was boosted. 

He said there was evidence that processors and speculators had been stock- 
piling butter since April 1 in the hope of reaping large profits by turning over 
the butter purchased at the lower support to the Government at a higher sup 
port figure. 

He estimated that if the support was increased from 75 to 80 percent it would 
“cost the Treasury $100 million annually and boost butter purchases by the 
Government by 100 million to 150 million pounds a year.” It also would cut 
consumption by at least 50 million pounds and increase the sales of lower cost 
oleomargarine. 

The next paragraph states: 
he based his estimate of the possibility of windfall profits, which he said could 
be “shocking” on the decline in dairy production, the drop in Federal purchases, 
and the increase in retail sales. 

In view of the Secretary’s opinion at that time, I am prompted to 
ask whether or not serious consideration was given to the possibility 
of windfall profits in this case where the President raised the price 
support and where the Department made it effective on all cheese 
produced after April first. 

Do you have any comments on that? 

Mr. Anperson. No, sir. 

That was April 1, 1954? 

Mr. Ricuarps. August. 

Mr. Fountain. It was during the 1954 session. That appeared in 
the New York Times, August 10, 1954. 

Mr. Houitzman. Mr. Chairman, would you say that Mr. Benson was 
accurate in indicating that there was a very real and impending danger 
of windfall profits by speculators on butter and cheese, if these things 
happened ? 
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Mr. AnvErson. I have no comment to make. 

Mr. Hottrzman. You don’t know whether or not you are prepared 
to say whether there was a danger ? 

Mr. AnpErson. Not pre pared to s say. 

Mr. oo ta All att 

Mr. Reece. I don’t think it is fair to be asking them on the state- 
ment made by the Secretary. 

Mr. Hourzman. I am asking now whether he is prepared to say 
whether there is such a danger. 

Are you prepared to say that ? 

Mr. Anperson. I have said, Mr. Holtzman, I don’t know how many 
times this morning, that I know of no way to prevent a price increase 
being applied to people that hold inventories. 

Mr. Horrzman. So that you were mindful that there was a danger 
or possibility. You were mindful of it? 

Mr. Anperson. I have made no reference to the word either “dan- 
ger” or “windfall.” 

Mr. Hoittrzman. Suppose we leave it out. 

Suppose we say that there was a possibility that someone might get 
an unusual profit out of a situation of that kind. 

Mr. Anperson. As explained in the charts which I showed, the 
profit would be considerably less than might have resulted from some 
of the increases there have been in the past. 

Mr. Horrzman. What is your answer, then, sir? 

Is your answer that there was such a real possibility in a situation of 
this kind, or that this was no such possibility ? 

Mr. Anperson. I will say again that when you raise market prices, 
people who have inventories are most likely to secure the higher price. 

Mr. Hourzman. Higher profit, so that there is such a possibility. 
We can say yes or no to that. 

Mr. Anperson. May I ask you a question, Mr. Holtzman ? 

Mr. Hourzman. I would be delighted. 

Mr. Anperson. If we accept that with all the seriousness and feel- 
ing that you put into it, you would say we should never raise support 
prices. 

Mr. Honitzman. That is not so. I am trying to get from you 
whether you were mindful that the possibi ility existed, and whether 
you considered that possibility in arriving at all these programs. 
There is nothing unfair or unkind about that and no implication in it. 

Mr. Anprerson. None in my question to you, either, sir. 

Mr. Fountain. My only comment is that apparently Secretary 
Benson and the President, because the President likewi ise made a state 
ment along the same line which is quoted in the New York Times, have 
changed their minds since 1954. It is just a difference of who is 
doing it, whether Congress is doing it, or the Secretary, or the Presi- 
dent is doing it. 

I will ask Mr. Naughton to read into the record the President’s com- 
ment on the proposal in Congress in 1954. 

Mr. Naveuron. This is an excerpt from the New York Times on 
July 15, 1954, on page 1, under the headline: 


PRESIDENT ASSAILS SENATE UNIT VOTE ON HiaH DAtRy PROP 


President Eisenhower said today he thought the Senate Agriculture Com- 
mittee had made a grave error in voting to raise Federal dairy price supports. 
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The only people who will profit, he said, will be middlemen or processors. 
They will have butter, acquired at a lower price, in their warehouses to sell to 
the Government under the higher subsidy and make a 10-percent profit. That, 
he estimated, would cost the Government about $100 million. 


Then, on July 15, 1954, on page 16 of the New York Times, in the 
transcript of Eisenhower's press conference on foreign and home af- 
fairs, this question was asked by Kenneth M. Scheibel, of the Gannett 
newspapers : 

Mr. President, the Senate committee has put a provision in the farm bill that 
it is working on now, to raise the price of butter, the support price, to 85 percent 
of parity. Does this strike you as a reasonable proposal or do you think it 
will discourage the use of butter? 

Answer. He thought it was a grave error. He believed that the only way 
we were going to get dairy products used was to have them used by the American 
people and at prices at which they would consume them. 

Now, butter has gone up about—consumption of butter something in the order 
of 7 percent since the Secretary, here about 3 months ago, had reduced the price 
support. 

Now, he would say now if you increased suddenly the price support, the people 
who would profit would be the middlemen who had this butter in their possession, 
people who had accumulated it at certain prices, and had it in their storehouses 
and warehouses, and now suddenly could take it over to the Government and 
get a 10-percent increase—it was very nice business—and he believed they would 
be the first ones that would be helped, and it would cost the Government a nice 
$100 million or something of that kind. * * * 

There is also another item from the New York Times of August 
10, 1954, regarding Mr. Benson’s comments : 

At this press conference earlier in the day, Benson warned that boosting the 
dairy support level 10 points would cost taxpayers $100 million a year, and 
would put speculators in a position to cash in on windfall profits that might 
amount to several million dollars, They could do this, he explained, by buying 
butter and other dairy products at the current 75 percent of parity and selling 
them to the Government after higher supports go into effect. 

Mr. Reece. Are there any other speeches that we could have in- 
serted in the record from the Secretary of Agriculture ? 

Mr. Anperson. Could we have the date of that, though I don’t know 
quite why I want it—— 

Mr. Naventron. August 10, 1954. 

Mr. Honrzman. All in the theme of this nonpartisan, nonpolitical 
situation which exists. 

Mr. Anperson. They were both from the New York Times of Au- 
gust 10, 1954? 

Mr. Navewton. One item was from the Times of July 15, 1954. 

Mr. Anprerson. The one that Congressman Fountain read from. 

Mr. Navueuron. Yes. And the other items are from the New York 
Times on August 10, 1954. 

Mr. Anpverson. Which was July 15? 

Mr. Naveuton. President Eisenhower’s. 

Mr. Anperson. The Secretary’s was August 10. Thank you very 
much. 

Mr. Founrarn. Just one further question. 

Mr. Reece. Is the committee trying to establish the fact now that 
the price support should not have ‘been raised on April 18? 

Mr. Fountain. We are not trying to establish that. 

Mr. Rexce. I thought the request indicated that very strongly. 

Mr. Founrarn. I am not taking any position on it at all. The 
primary thing—— 
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Mr. HonrzMan. I think we are trying to decide who is going to be 
elected in 1956. 

Mr. Fountain. Just one further question IL had. 

Mr. Rerce. Glad to have your admission, because I felt that that 
was the case. 

Mr. Hourzman. Iam sure you did. 

Mr. Founrarn. Just one further question that I have, and any 
other members of the committee may ask any questions they like. 

If the announcement of the President had provided that ‘the sup 
port level would be raised on cheese produced after the 18th, it would 
have prevented substantial profit which the processors otherwise were 
able to make ; would it not / 

Mr. Anperson. No,sir; it would not. 

Mr. Fountain. There was no possible way for it to have prevented 
them getting that profit / 

Mr. ANpbrErson. Sir, all IT can Say is that within my knowledge there 
is no possible way, and so far as I know, no one has ever presented 
away. This thing has been discussed to my knowledge through OPA 
and through the period of price supports from 1949. The results 
have not been profitable to date. 

Mr. Fountain. If you had paid them the support level on cheese 
which they had made prior to the 18th, the figure would have been 
different from the figure which you paid on cheese made after the 

18th; would it not ? 

Mr. Anprerson. The figure we would have paid, yes. But they 
would have sold us, cheese produced after the 18th, and would have 
sold the cheese that they did sell us to the market: the returns to the 
processor would have been identical. The only difference I can think 
of would be a very minor change in the average age of cheese in our 
inventory. 

Mr. Reece. Mr. Chairman, when the question was originally raised, 
that result appeared so evident that I was astonished that a com- 
mittee of Congress should have been raising that question and devot 
ing all this effort to try to study it. 

Mr. Founratn. I thought on the basis of our remarks, Mr. Reece, 
that you had not been informed about this proposition and that you 
were trying to find out just what we were making inquiry into. 

Mr. Reece. When as a result of this wide inquiry that the staff 
has made the chairman came up with that inquiry, it needed no ad- 
vance preparation. It seemed to me that anyone who was familiar 
with the trade would understand that would be the effect of it, whether 
it was butter, cheese, or something else. 

Mr. Fountain. What about contracts that were canceled ¢ 

Mr. Anperson. That has been discussed both by Mr. Richards 
and 

Mr. Fountain. Would you say the processors would not reap a 
windfall there if you cane eled contracts and turned around and bought 
the products back at the higher price? 

Mr. Anperson. I say that will aot happen. If there is any way 
within the contract procedure, I am pretty sure it will not happen. 1 
am not a lawyer. I have very competent counsel with me. 

Mr. Horrzman. You doa ery good job yourself, too, I might add, 
in spite of your not being a lawyer 
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Mr. Anverson. The general practice that either you or I would 
follow if I had a contract with you is that if it was to our mutual 
advantage to cancel, we would cancel the contract. It isthe principle— 
the general pr inciple over the years to cancel the contract if there is 
advant age to the Government and the advantage there is that we didn’t 
get the product. 

Here it is a disadvantage, and insofar as the circumstances permit, 
we will protect the interest of the Government. 

Mr. Fountain. We appreciate that, Mr. Anderson. 

Mr. Hotrzman. In all of these instances where people were per- 
mitted to cancel out, you have that under investigation now, you say? 

Mr. Anperson. We have one under investigation which will estab- 
lish the 

Mr. Houirzman. It is your desire that within the confines of the 
contract you can prevent them from getting these unusual profits by 
virtue of the cancellation, not to permit it, is that so? 

Mr. Anprerson. We intend to have it to the greatest possible ad- 
vantage of the CCC. 

Mr. Reece. If I may be permitted to make another observation-——— 

Mr. Fountain. And ask some questions, too, if you like. 

Mr. Reece. And possibly an inquiry, the objection that I had in 
mind about the preliminary statement being read and distributed in 
advance of the development of the facts, Mr. Chairman, was— 

Mr. Founrar1n. They were stating facts about which there is no 
contradiction, Mr. Reece. 

Mr. Reece. Yes, there is. There is a contradiction, if I may say so. 

Mr. Fountain. You have a right to have your opinion about it. 

Mr. Reece. You read a statement indicating that as a result of 
that price support level that profits were unduly realized on the part 
of certain processors, giving the poundage and the value in doftars 
related to the value of the poundage and the value in dollars of cheese 
that was produced after April 18. 

Now, I think it is perfectly clear that the action taken did not 
result in increased profits, and that gets back to, if there is going to 
be a statement made in advance to the press, I would like for the 
minority to have the situation to do the same thing, if we are going 
to have a political debate. 

Mr. Fountarn. I think you have made all the statements that were 
necessary. You had the opportunity to do so. 

Here is the only statement that I made concerning this inquiry: 





On April 16, when President Eisenhower vetoed the farm bill he announced 
that the administration was raising the support price on manufacturing milk and 
butterfats. In accordance with the President’s statement, Secretary Benson 
raised Commodity Credit Corporation purchase prices for cheese and butter 
on April 18. The purpose of the increase, according to the Secretary, was to 
enable processors to increase prices paid to producers for manufacturing milk 
and butterfat. 


I have heard there is no controversy about that. 


However, instead of applying only to cheese and butter produced on and 
after April 18, the increased purchase prices were paid for all cheese and butter 
produced on or after April 1. 

Since processors presumably were buying manufacturing milk and butterfat 
on the basis of the lowest support then in effect, one of the purposes of today’s 
inquiry is to determine whether processors received an unearned windfall on 
cheese and butter produced between the 1st and the 18th of April which did 
not benefit the producer. 
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Mr. Reece. If you had put one statement in there-—— 

Mr. Fountarn. I am sorry I am not—— 

Mr. Reece. Then I would say that was a fair presentation for the 
development of the inquiry that you were going to follow when you 
said 

Mr. Horrzman. What statement was that? 

Mr. Reece. Issued order of purchase of cheese after April 1. 

Mr. Fountain. What is wrong with that statement? What is 
untrue about this statement ¢ 

Mr. Reece. Nothing, and nothing wrong with it. 

Mr. Fountain. If there is nothing untrue about it, what is wrong 
with it? 

Mr. Reece. If that statement that is being given in advance had 
stated that heretofore there had been no date by which the cheese 
offer—whatever might not have been acquired, but in this instance 
they said April 1, instead of leaving it wide open 

Mr. Founrarn. As far as I am concerned, that is the first time I 
have received that information. Our staff has been in contact with 
the Department, and I know of no such information having been 
given to us. 

Mr. Reece. If I had had a staff 

Mr. Founrarn. I couldn’t have given you the information and in 
the first place, I don’t think it is necessary for me to go to you to find 
out what I should put in my opening statement every time we start 
a hearing. 

If it was, we would be in a hell of a mess. 

Mr. Anperson. I hope we have cooperated with your staff. 

Mr. Fountain. You have. 

Mr. Anperson. Thank you. 

Mr. Founrarn. We appreciate the cooperation we have had from 
you. 

Now, I will say this: We haven’t had very good cooperation in 
getting certain information which I have requested as chairman of the 
committee from officials in the Department, but that doesn’t apply 
to you, sir. 

Mr. Reece. I am wondering, there have been several references 
about getting information from Cincinnati. Would that same in- 
formation have been available here in the Department ? 

Mr. Fountain. Apparently it was not. 

Mr. Anperson. No, sir. Our records of purchases are in Cincin- 
nati and if Mr. Naughton asked me for that information, I would 
have had to secure it from our Cincinnati office. 

Mr. Reece. But you would have secured it ? 

Mr. Anperson. | certainly would have. 

Mr. Knox. Mr. Chairman, Mr. Anderson, would you inform the 
committee as to the inventory of butter on July 15, 1 054, and also on 
August 10, 1954, approximately ? 

Mr. Anperson. I would rather send it to you, sir. I picked up a 
lot of notebooks today, but the one with that information is one I 
didn’t pick up. 

What were the dates? 

Mr. Knox. On July 15, when the President made the statement in 
his press conference, how much butter was in storage at that time? 
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Mr. Anperson. First let us be sure what we mean by inventory. 
The one that we use is what we call the uncommitted inventory. That 
is the amount of butter in CCC inventory for which we have no known 
utilization. The actual inventory may be somewhat greater than that. 

Our peak inventory on uncommitted basis was 466 and a fraction 
million pounds. It seems to me we hit that peak some time during 
the summer of 1954. But I certainly would be far from certain 
without checking the record. 

Mr. Ricwarps. I think what I have in mind is the trade inventory 
itself rather than the—— 

Mr. Anperson. The trade inventory—— 

Mr. Knox. The inventory that CCC had in storage. 

Are you familiar with the amount of inventory that CCC had on 
April 18? 

Mr. Anperson. Not on April 18, but on April 11, 1956, Mr. Knox, 
our uncommitted inventory was zero. 

We had butter in stock, but there was seme known outlet for it; 
and on the same basis of the 466 million pounds the date of which I 
am uncertain about, the April 11, 1956, inventory was zero. 

Mr. Knox. In your opinion, the fact that you had an inventory 
amounting to zero on April 18, would that justify a criterion for the 
increase of parity pr ice ? 

Mr. Anperson. That is one of the things that Mr. Hughes men- 
tioned. 

Mr. Kwox. T would think it would be. That is one of the ques- 
tions I felt had not been developed and should be developed to justify 
the increase in the parity price by Executive order as of April 18. 

Mr. Horrzman. I am awfully sorry, Mr. Knox; 1 T didn't get that. 
If it is something that helps the Department, I honestly ‘want to 
hear it. 

Mr. Kwox. It is on the record. 

Mr. Fountarn. Mr. Hughes— 

Mr. Hvuenes. Mr. Congressman, on February 1, 1956, we had 46.9 
million pounds of butter, and on April 11, 1956, we had zero pounds 
of uncommitted. 

Mr. Navenron. Mr. Hughes, the reason for the decline in inventory 
was because of donations, was it not? 

Mr. Hucues. In both sales and donations, a large part of it has been 
disposable, other than sales. 

Mr. Naventon. You had given away such a substantial amount 
that you actually had to stop giving it away because you had given 

away all that was available. 

Mr. Hvucues. Obviously we are not making available to relief agen- 
cies and others stocks we do not have. 

Mr. Anperson. Just to be sure, you mean the foreign donation 
has been stopped? Butter is still available for school-lunch programs 
and domestic donations. It was foreign donations that were stopped. 

Mr. Anverson. Under the law, there is the priority system. 

Mr. Knox. Mr. Anderson, you were operating under directive of the 
Congress, were you not? 

Mr. Anperson. In making the donations. 

Mr. Knox. Yes. 

To keep your inventory down as low as possible. 
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Mr. Anverson. Well, the Congress has written a very clear law 
covering the utilization of CCC stocks. 

Mr. Knox. That’s right. 

Mr. Naueuton. Mr. Anderson, the Agricultural Act of 1954 con- 
tained a provision, did it not, stating in effect that the Secretary of 
Agriculture should secure such assurances as he deemed practicable 
from processors who sold finished products to the Department of 
Agriculture, that the support price in effect had been paid to the 
producer on those commodities? That would be the certification ? 

Mr. Anpverson. May I get the act that it is in? I think he has 
the right act. I think that is the right act. 

Mr. Naueuton. That’s correct, isn’t it 4 

Mr. ANprerson. Counsel says that is correct. 

Mr. Naucuton. However, the Secretary of Agriculture has not 
taken any action since that time to secure such assurances from per- 
sons who are selling cheese and butter to the Department. 

Mr. Anperson. The Secretary and the whole Department has taken 
action in the form of continuing study to find out some way that that 
can be made effective. 

In that we have not succeeded, and we have not required 
certification. 

Mr. Navueuron. It has not been tried to date because the Secretary 
doesn’t think it is practicable. 

Mr. Anprrson. Anderson doesn’t think it is practicable. 

Mr. Navenron. The Secretary is the one whom the law directs to 
make the determination. 

Mr. AnpErson. We would make a recommendation to the Secre- 
tary and I have never made one. If you wish, I can explain why 
I think it is impractical. 

Mr. Navucuron. I don’t think we need to go into that, unless you 
want to, since the facts are that you have never required certification. 

I think our previous hearing has something on that. 

Mr. Anperson. I am not sure—but I think there is a discussion of it 
in the study that the Department made in response to the request of 
Congress. 

Mr. Farrincron. You appreciate, Mr. Chairman, that that re- 
quirement is to be applied insofar as practicable. 

Mr. Navenron. Oh, yes. 

Mr. Founrarn. I understand that. I just never have been able to 
get it through my head why it isn’t practicable, and advisable. I re- 
alize it may ‘be a little difficult and complicated, but it certainly would 
give some assurance that the farmers are going to get the benefit of the 
pr ice supports. 

Mr. ANpEeRSON. Do you want to discuss that now 4 

Mr. Founratn. Go ahead and diseussit. Maybe you can straighten 
us out on it. 

Mr. Anperson. The examples where we have had the main need 
for it is areas where the plants were not selling to the Government at 
all. You cannot require a certification from a plant that is not sell- 
ing to the Government. 

Unless, Mr. Cooper, I misunderstand the law ¢ 

Mr. Fountatn. Couldn’t you require certification when they sold 
to the Government ? 

Mr. ANperson. Yes; but I say the problem exists as near as we can 
tell, in those areas where plants are not selling to the Government. 
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It applies next in those areas where they are selling a very small per- 
centage of their total output to the Government. In those cases all 
they would have to do is stop selling to the Government; no certifica- 
tion could be required, and here is some evidence that the price to the 
farmer might actually be decreased by certification. 

Mr. Hourzman. I don’t follow you. Why would they stop selling 
to the Government ? 

Mr. Anperson. They have the market available to them. 

Mr. Hourzman. Are you saying in essence that if we required a cer- 
tificate from a small seller, he would rather stop doing business with 
the Government ? 

Mr. Anperson. I didn’t say a small seller. I said a seller who was 
selling a very small percentage of his total output to the Government. 

Mr. Houtrzman. The need for a certification would make him leave 
the Government so far as selling to it is concerned ? 

Mr. Anprrson, I think that’s right. If he were selling a very small 
proportion of his output to the Government, rather than certify that 
he had paid the farmer support prices on all milk bought from farm- 
ers I suspect he would rather not sell to the Government. 

Mr. Hourzman. He would only be required under the law, as you 
just gave it, to certify that as to that portion which he is selling the 
Government he paid the support prices. 

Mr. ANDERSON. Now we are back where we started from. 

Mr. Horrzman. Isn’t that so? 

Mr. Anperson. He would have to, he can’t identify the milk in a 
specific product as coming from certain farmers. We would have to 
trace the milk in this particular cheese which goes to the Government 
as coming from particular producers. 

He would have to pay all his producers the same price. 

Mr. Hoirzman. How about fe who are selling the large quantity 
to the Government? What is the problein there? Why isn’t it prae- 
tical or advisable? 

Mr. Anperson. Well, it would accomplish nothing that we know of. 

There are areas where competition assures that dairy farmers will 
get it—the support price. There are many other problems involved. 

We have one price for cheese all over the country. We know there 
are different conditions, depending on the size of plant, location, size of 
producer, quality of milk, and so forth, which would require us to 
establish a price State by State and county by county as is done with 
cotton. 

I think in the big producing States where, in general, the price is 
above the average, there would be some tendency to depress prices as a 
result of certification. I cannot prove any of this to you, Mr. Holtz- 
man. 

Mr. Hotrzman. Are you saying, Mr. Anderson, rather than certify 
that they had paid the support price to the farmer, practically every 
processor would rather not sell to the Government ? 

Mr. Anperson. No, no. 

Mr. Hoitrzman. Most processors would rather not do business with 
the Government. 

Mr. Anperson. No, no. The large operators, the ones who are sell- 
ing us quantity would probably still sell to us. Our studies indicate 
that they are paying up to the farmer now. 
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Mr. Hourzman. You are convinced that at least those who are sell- 
in iw 
eS 


r large quantities are paying the producer the support price? 

Mr. Anperson. This whole problem goes back to some very interest- 
ing questions that this committee r aised in our prev ious hearing. 

For example, one of the questions in the questionnaire you put out 
was: Did you buy manufacturing milk from producers—as I recall. 

Mr. Hourzman. That’s right. 

Mr. Anverson. The implication of that is that maybe it would be 
advantageous to buy only from those people who buy directly from 
farmers. 

Well, Mr. Knox, in the State of Wisconsin, that would require a com- 
plete reorganization of the cheese industry in the State. 

Mr. Knox. I think it would. 

Mr. Anperson. Our policy is to use regular commercial channels 
insofar as possible. 

Mr. Founrarn. You do have administrative authority to draw the 
line somewhere. I realize the difficulty. 

Mr. Anperson. I think we have the authority within the law to draw 
anywhere. I guess we could say we will buy only from cooperatives. 
lam not sure. I have never asked the question of counsel, but I think, 
Mr. Farrington, that we would have a chance to prescribe, define, if 
we wished to, the people whom we would buy from. 

But from the beginning, the policy has been that we would buy from 
anyone. 

Mr. Founrarn. Any other questions on this? 

Mr. Anverson. This is a problem, Mr. Holtzman, that I say is un- 
der continuing study. The study is becoming less intense as the years 
vo by, because we have not found any way we thought would improve 
income of farmers. 

Mr. Hottzman. The thing that distresses me is that these processors 
must of necessity reap some benefits. We are mindful of that from 
time to time. 

While the law does not intend it, we cannot help it. But the thing 
that disturbs me is, a man selling to the Government and getting a price 
from the Government is not willing to certify that he is at least com- 
plying with the law with respect to paying the support price to the 
farmer and it seems that is basically rather an unfair situation, and I 
am not unmindful of the problems that you set forth. 

Mr. Reece. Reverting to the question of certification, if you re- 
quired certification, in some cases; you would have to require it in all 
cases ; would you not ? 

Mr. Anperson. I would think we would have to treat all sellers alike. 
Otherwise, I think you would be open to a very serious charge of dis- 
crimination. 

Mr. Fountratn. But you never have tried it ? 

Mr. Anperson. No. sir. 

Mr. Fountarn. Mr. Naughton. 

Mr. Naveuton. If you had had a certification policy in effect, assum- 
ing you found it workable, it would have prevented this situation 
when you raise the price of people getting the benefit of a high price 
on cheese when they paid the lower price on manufacturing milk; 
wouldn’t it ? 

Mr. AnpErson. How? 
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Mr. Navenron. If they had to certify that they had paid 3.25 for 
manufacturing milk in order to get 35 cents for their cheese. 

Mr. Anperson. They would withhold that particular cheese and 
would have sold it to the market and would have sold it as cheese 
produced later. 

There are two things I have got to make clear. 

Of course, speaking with Mr. Holtzman on this, the people, I think, 
are those people who are selling a very small percent: ge of their total 
output to the Government, and they would have to have the Govern- 
ment come in and go over all their books, to see that all their producers 
were — the support price. And the other thing is the fact that 
the buying, I think, is only about 15 percent of the cheese being pro- 
duced now. 

Of course, in the months of high production it will go up a little 
higher. They would simply sell us the cheese produced after the date 
that we established, and sell the other cheese to the market ; and if the 
program is working, the market price goes up. 

Mr. Naventon. Well, if these inventories and these stocks of manu- 
facturers or processors are so completely interchangeable that it doesn’t 
even inconvenience them to sell one part to the Government and hold 
part back and sell to the trade, was there any real reason for putting 
into your previous announcement a distinc tion in the price you paid for 
cheese prior to April 1, and the cheese produced after April 1? 

Mr. Anprrson. At the moment it appears most unfortunate that 
we put the April date in, and did not revert to the previous practice of 
no date at all. 

Mr. Naveiron. You must have thought it might do some good when 
you put it in? 

Mr. Anperson. I explained that we had an inventory of cheese with 
some age. We thought there was a very minor advantage to the Gov- 
ernment in getting cheese of somewhat more current production. We 
probably would have gotten it anyway, and probably could have saved 
the time of you people this morning. 

I feel, sir, Mr. Fountain, right now, rather apologetic that we put 
the date in. 

Mr. Reece. I am wondering if the inquiry that this committee is 
mi aking may not have influenced you to be supercautious and insert a 
date? 

Mr. Anperson. I will not answer yes to that, Mr. Reece. T will say 
that any useful suggestions that may come out of this committee, from 
either side of the distinguished company, will be carefully considered. 

Mr. Fountarn. Of course it is quite obvious, the fact that you had 
not done this before, and having done it for the first time attracted 
quite a bit of attention and brought the attention of this committee to it. 

Mr. Anperson. That is prob: ably correct. 

Mr. Fountarn. That doesn’t mean that what you have done all 
along is necessarily right or wrong. I don’t know. 

Mr. Reecr. But when the question was raised, Mr. Chairman, the 
inquiry immediately developed in my mind, what was accomplished 
by putting the date in it? Ding familiar with the trade practices, I 
couldn’t see any advantage. That is the reason I was at a loss to know 
what the committee was driving at. 
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Mr. Fountain. I am not as familiar with the trade practices as you, 
Mr. Reece, and maybe members of the Department staff are, but we 
are finding out. 

I am not apologizing for it, either. 

Mr. Anperson. I wish I could compliment you, Mr. Fountain, but 
I don’t know how to do it. 

Mr. Fountain. Are there any other questions? If not, the com- 
mittee will be recessed until 2 o’clock. 

We have a few questions on the Da-112 transactions, and we have 
a few more questions to ask you. 

(Whereupon, at 12:45 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m. of the same day. ) 


AFTERNOON SESSION 


Mr. Fountain. Let the record show that at the beginning of our 
hearing this morning Mr. Holtzman, Mr. Reece, and the chairman were 
present and shortly thereafter Mr. Knox and Mr. Krueger came in. 

The meeting will come to order. 


FURTHER STATEMENT OF DON S. ANDERSON, DIRECTOR, LIVE- 
STOCK AND DAIRY DIVISION, COMMODITY STABILIZATION 
SERVICE; ACCOMPANIED BY GEORGE E. COOPER, CHIEF, COM- 
MODITY CREDIT DIVISION, OFFICE OF THE GENERAL COUNSEL; 
EARL M. HUGHES, COMMODITY STABILIZATION SERVICE ADMIN- 
ISTRATOR, EXECUTIVE VICE PRESIDENT, COMMODITY CREDIT 
CORPORATION; AND ROBERT L. FARRINGTON, GENERAL 
COUNSEL, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Founrarn. Gentlemen, I have asked Mr. Naughton to go 
through our previous hearings in an effort to determine just what the 
loose ends are. And I am going to ask him to ask the questions, which 
I think will clear up those loose ends for record purposes, so that when 
we prepare to write a report we will at least have the essential facts. 

First, do you have any questions, Mr. Holtzman ? 

Mr. Hotrzman. What was the section that we were discussing before 
with respect to an increase or decrease in—— 

Mr. Ricuarps. 406. 

Mr. Hortrzman. 406. Do we understand now that that section indi- 
cates to all of you gentlemen here that under no circumstances could we 
lower the support price, but whenever practicable and wherever it 
would help the farmer or be beneficial to the farmer, it would be all 
right to increase it during the market year. 

Mr. Farrincron. Mr. Holtzman, the support level cannot be re- 
duced during the marketing year. If the statistical situation justifies 
it, the price could be increased. 

Mr. Honrzman. Has that always been your understanding, Mr. 
Cooper ? 

Mr. Coorrer. Yes. 

Mr. Horrzman. And yours, Mr. Anderson ? 

Mr. AnpErson. Yes. 

Mr. Hotrzman. Do you recall making a speech, Mr. Anderson, on 
October 19,1955, in Milwaukee ? 
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Mr. Anperson. I made a speech in Milwaukee; I don’t remember 
the date. 

Mr. Hourzman. Do you recall saying there that— 
once the Department of Agriculture has announced at what level a product will 
be supported, it has an irrevocable commitment to buy that product at the an- 
nounced level for the 12-month period of the program. In other words, there 
would be no increase in cheese support prices as the group requested in a resolu- 
tion adopted earlier. 

Do you recall that incident, Mr. Anderson ¢ 

Mr. Anperson. I couldn’t swear those were my exact words. 

Mr. Hourzman. Do you recall saying that in substance ? 

Mr. Anperson. I recall saying that the price could not be reduced. 
And at that time I did not ‘myself think there was justification for 
increasing the price e cheese. 

Mr. Hourzman. Do you recall saying that the Department would 
have an irrevocable commitment to buy that produce at the announced 
level for the 12-month period of the program / 

Mr. Anperson. Yes, sir. If I understand what that means, it is that 
you could not lower the price, you have an irrevocable commitment to 
buy—— 

Mr. Fountratn. They couldn’t object if you raised it. 

Mr. Anperson. If that says you couldn't raise it, I will agree that I 
probably said it, but I used the wrong words. 

Mr. How TZMAN. The group had adopted a resolution calling for an 
increase in the price-support level at that time. 

Mr. Anperson. No, not in the price-support level, in the purchase 
price for cheese. 

Mr. Hourzman. I withdraw that, and I stand corrected. And you 
were referring in your talk to that particular resolution. 

Mr. Anprerson. Yes. 

Mr. Hourzman. You said then that this was your irrevocable com- 
mitment—or did you say, let me put it to you that way 

Mr. Anperson. What I think I said is that, when you announce a 
support level, or when you announce the pure hase prices, you have an 
irrevoc ‘able commitment to buy at those prices. I should have added 

“or higher prices,” I guess, to have been accurate. And at that time I 
did not think that we had sufficient evidence to justify an increase in 
the price of cheese. Later the evidence 

Mr. Hoirzman. What you are saying was that your position was 
the same as it is now, except that the facts at that time did not warrant 
any increase ; is that what you are saying ? 

Mr. Anperson. My inter pretation of the facts at that time did not 
warrant the increase. On the basis of facts that developed later and 
after further consideration, it was decided that the facts did warrant 
an increase. This additional information had to do especially with 
the increasing difficulty cheese factories were having in disposing of 
this liquid w hey. 

Mr. Hourzman. This was at the annual convention of the Wisconsin 
Cheesemakers Association ? 

Mr. Anperson. Yes, sir. 

Mr. Horrzman. Allright, Mr. Chairman. 

Mr. Fountarn. Do you have some questions relating to the subject 
matter of our hearing this morning ? 

Mr. Naventon. No. 
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Mr. Fountatn. Do you wani toask him about those cancellations ¢ 

Mr. NaucuTon. Yes. 

Just so that we have it for the record, Mr. Anderson, would you 
furnish us the information—lI understand you are gomg to furnish a 
list of all cancellations. Would you also advise us whether or not 
any additional cheese or butter, in addition to that which you already 
know about, was originally canceled, and then may have been offered 
to the Department at a later date ? 

Mr. Anperson. Yes. We will get a copy of this record so I can 
take it off of there, will we not? So 1 won’t have to keep track of it now. 

Mr. Naveuton. Are you familiar, Mr. Anderson—I understand 
that there may have been some instances in which cheese companies, 
including a subsidiary of the National Dairy Products, offered cheese 
to the Commodity Credit Corporation, and then asked permission to 
withdraw the offer. 

Mr. Anperson. In Cincinnati ? 

Mr. Naveuron. I assume it would have been made to Cincinnati; yes. 

Mr. Anprerson. It seems to me I have heard some conversation about 
that, but I don’t have that record before me. I think we have a tab- 
ulation of it. There may have been some like that. I haven’t discussed 
this with counsel. One of the difficult questions was whether or not 
we had a contract with these people at that time that we could hold 
them to. One of the problems is—if we get the request for withdrawal 
before the time we accepted the offer do we have a contract? I don’t 
know what the answer is. 

Mr. Naueutron. Mr. McLaughlin, of our staff, was out in Cincinnati 
talking with them. Let me read what he indicated he found there. 
It may be of some help to you in getting the information: 


Mr. Banks stated— 
Mr. Banks, I understand, is the manager of the Cincinnati office— 


Mr. Banks stated that the Triangle Cheese Co., Monroe, Wis., and Sugar Creek 
Creamery Co., Danville, Ill., were allowed to withdraw their offers to sell cheese 
Since the offers had not been accepted by CCC at the time the requests to 
withdraw were made. Correspondence and telegrams were examined by the 
writer and it was ascertained that Triangle Cheese offered by mail to sell CCC 
64,760 pounds of Cheddar cheese on April 16, 1956. The company wired a request 
for cancellation on April 17, 1956, and followed this by a letter on April 19, 
1956, confirming its request for cancellation, stating that they could use the 
cheese. It should be noted that the CCC officials were unable to show the writer 
any communications from CCC to Triangle Cheese. One of the contracting 
officers, Mr. Robert Mahoney, stated that he was under the impression that 
CCC didn’t reply, although they permitted the withdrawal. Mr. Mahoney 
further added that he was unable to find any correspondence to the company 
from the CCC and that the girl who usually handled such correspondence was 
out sick. Examination of telegrams showed that Sugar Creek Creamery offered 
to sell CCC 141,869 pounds of cheese on April 9, 1956, and made a request 
on April 10, 1956, to withdraw the offer, which was granted by CCC. 


Would you inquire into that and give us a report as to what did 
happen on that? I don’t know whether payments have been made—— 

Mr. Anperson. No; there wouldn’t have been any payments. The 
only question, you might be interested in is whether that same cheese 
was later reoffered to CCC. 

Mr. Naveuton. Yes; and whether or not CCC has actually allowed 
them to withdraw, or is attempting to hold them to it. 
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Mr. Anperson. Mr. Banks has already told you he permitted 
withdrawal. 

Mr. Naueuron. I believe that is on the Sugar Creek Creamery Co., 
which is a subsidiary of National Dairy Products. On the other one, 
it is not quite clear from their report as to whether the actual with- 
drawal has been permitted. 

Mr. Kwox. I should like to ask a question at that point. 

Mr. Anderson, in this particular case where the offer was made on 
April 9 and then on April 10 the company that made the offer to 
sell to CCC withdrew. What is the medium by which you accept 
the offer from the person that is selling? What transacts in that 
particular period before they can actually ship cheeese into CCC? 

Mr. Anperson. The offer is made by letter or telegram. And the 
contracting officer in Cincinnati will make the acceptance by prepaid 
telegram. 

Mr. Knox. And in this case the contracting officer had not accepted 
before the withdrawal ? 

Mr. ANnperson. That is what I understand from what Mr. Naughton 
read, that the offer to withdraw was filed with the Cincinnati “office 
before the contracting officer had accepted. 

Mr. Naveuron. It isn’t quite clear to me in the Triangle Cheese 
matter whether that actually had been the case. On the other one, 
they apparently had accepted the withdrawal offer. 

Mr. Anverson. As far as I know, this question never came up before. 

Mr. Knox. There would be nothing binding upon the seller, would 
there, until he received notification from the contr acting officer that 
the offer to purchase or to sell that cheese to the CCC had been 
accepted; is that correct, Mr. Anderson ¢ 

Mr. Anperson. I defer to Mr. Cooper. 

Mr. Cooper. It is a common rule of contract law that an offer 
may be withdrawn at any time, prior to the acceptance by the other 
party to whom the offer is made. 

Mr. Founratn. And I think in one of these cases there was some 
question as to whether or not the CCC had actually accepted the offer. 

Mr. Hotrzman. Mr. Cooper, doesn’t Commodity Credit actually 
offer to buy —— 

Mr. Coorrr. No, sir. 

Mr. Hourzman. It works the reverse way. 

Mr. Coorrr. It works the reverse way, we consider their offer and 
make the acceptance, we reserve the right to reject. 

Mr. Fountatn. Let the record show we are now about to continue 
the hearings which were last held on July 21, 1955. And questions will 
be asked relating to those transactions. As I said this morning and 
earlier at this particular meeting, for the purpose of completing our 
record on those particular Da-112 transactions, I will ask Mr. 
Naughton to direct those questions to you. 

Mr. Knox. May I ask you a question before you proceed, Mr. 
Chairman ? 

Mr. Founratn. Yes, Mr. Knox. 

Mr. Knox. Mr. Chairman, is it a fact that the question of Da—112. 
the question of the legality of it, is being determined by the Justice 
Department ? 

Mr. Fountatn. They have already determined that it was un- 
authorized and illegal, and they have instituted actions in a number of 
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‘ases. I don’t think we are concerned with the question of the legality 
of it now. This is just to complete our record as to just what tran- 
spired, and to get into the record some additional facts by way of 
extenuation or otherwise, as to what did actu: ally take place, so that if 
we write a report we will have all the available facts. 

Mr. Navueutron. Mr. Anderson, did the administrative official who 
passed on the Da—112 announcement make an estimate in advance of 
the estimated cost to the Commodity Credit Corporation ¢ 

Mr. Anperson. Do you have a copy of the docket—No, there was 
no docket. 

Mr. Nauautron. There was no docket to my knowledge. 

Mr. Anperson. I would have to look it up. In the original docket 
there was an estimate. And those estimates are modified from time 
to time during the year, in the light of experience; whether there was 
a modification at this particular time or not I don’t know. 

Mr. Naventon. You don’t know at this time whether or not any 
estimate of cost was made prior to the time the Da-112 was put into 
effect ? 

Mr. Anperson. Right now, I do not. 

Mr. Ricwarps. As I recall that, Mr. Naughton—again, it is subject 
to memory—but I think it was generally figured in terms of both 
vears’ operations, 1953-54 and 1954-55, any increase in cost of the 
program in 1954-55, or in 1953-54 would be offset by a reduction in 
the amount that might have to be purchased the following year. Now, 
1 don’t know of anything that is in the record on that, but I think 
that was the general assumption. It might cost us more in the year 
we were then operating but you wouldn’t have to buy so much the 
following vear. 

Mr. Navenron. The normal procedure in making changes in a pro- 
gram, or amendments, is to prepare a docket on it with an estimate 
of the cost of the proposed action. Is that correct? 

Mr. Anperson. That was not a change in the program, that opera- 
tion was under the old docket, a simplification of procedures to meet 
particular circumstances. We were still operating under the old 
docket. 

Mr. Navcuton. Well, have you issued any other announcements 
other than Da-112, to your knowledge, which were not issued as a 
result of a docket being made up and passed on ? 

Mr. Anperson. No announcements are issued without a docket to 
back them up, that I know of. We may have issued numerous an- 
nouncements under the same docket. One of the things I have to do 
— I get home is to prepare a new method to sell certain products 

for dollars. It will be under an existing docket. There is no neces- 
sity for additional action on the part of the Board. There may be 
several announcements under a given docket. 

Mr. Fountatn. You mean no additional action was necessary be- 
fore instituting Da-112? 

Mr. Anprrson. By the Board? 

Mr. Founrarn. Yes. 

Mr. Anperson. I think that is right. 

Mr. Hovrzman. Aren’t we dealing now with a consideration as to 
whether or not this was a departure from established practice, or 
was a deviation from-some established practice? Would that make 

e difference? Do I make myself clear? 
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Mr. Anperson. I think this is a practice that has been followed 
almost continuously since January 1, 1950, with the one modification, 
of course, in the method of payment. 

Mr. Horrzman. And that you do not consider a departure from an 
established policy, do you? 

Mr. Anperson. We didn’t insist on two checks this time. There 
was one other—of course, the addition of the small styles of cheese 
requiring an amendment to the docket, I think you have a copy of 
that amendment. 

Mr. Naucuron. So far as you know, there was no estimate made of 
the cost of the Da-112? 

Mr. Anprerson. So far as I know—so far as I recall, we make quar- 
terly estimates of cost. 

Mr. Nauvewron. Could you furnish for us any examples of similar 
changes—perhaps not changes but similar announcements—which 
have been made or which might be classified as similar to Da—112 with- 
out action of the board of directors ? 

Mr. AnpersoNn. I still insist this was by action of the board of direc- 
tors some time earlier. 

Mr. Nauentron. Without specific action of the board of directors? 

Mr. Anperson. I know I can on sales announcements, whether 
I can give you one on purchase announcements or not, I do not know. 

(The subcommittee was later advised that the Department of Agri- 
culture had never previously issued a combined purchase-resale an- 
nouncement similar to Da-112.) 

Mr. Founrarn. Let me ask this question, Mr. Anderson. Before 
announcing Da-112, was there any investigation made to determine 
the amount of cheese on hand which was of sufficient age to have a 
higher value and prompt the processors to refuse to sell it to the Gov- 
ernment, so that you could determine whether or not you should extend 
the offer to such cheese ? 

Mr. Anperson. It is one of the things we have always done, and 
one of the reasons that, with respect to cheese, we never had a date 
of production prior to which we would not buy. It was our belief that 
it was to the advantage of the Government to encourage the industry 
tostore. Under those conditions, they stood the cost of storage. And 
it is generally believed, I think, that aged cheese does increase con- 
sumption, and that, therefore, would reduce the amount that CCC has 
to buy. So there would be no estimate of that made. That is the 
reason I don’t—I don’t know why I should question the Comptroller 
General, I don’t question the Comptroller General—but he has one 
statement in his opinion “that it is significant that”—I haven’t the 
slightest idea what the significance is. 

Mr. Founrarn. Well, obviously, if a company had cheese which was 
worth, say, 42 cents a pound, as our records disclose with respect to 
some of it, and they had been required to deliver to the Government, 
they would not have sold it for 37 cents. And what I was asking was 
whether or not an investigation was made to determine how much 
aged cheese might be available so that you might have drawn a line 
as to the age of the cheese in extending your offer, so no one could 
take advantage of this thing in order to get a profit, when they would 
not have sold the cheese had they been required to deliver it to CCC. 

Mr. Anperson. I know of no such investigation. 
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Mr. NauGuton. Now, on page 40 of the transcript of June 1, Mr. 
Fountain asked Mr. Berger this question, referring to Da-112: 

Mr. FountTAIN. I assume this program was submitted to Secretary Benson for 
his approval. 

Mr. Berger. And also the Board of Directors of the Commodity Credit Cor- 
poration and it was also discussed with the Advisory Committee that I just 
mentioned, prior to going to the Board of Directors. 

Now, in fact, Mr. Berger was mistaken, was he not, Mr. Anderson, 
because as a matter of fact the Da-112 proposition itself never was 
approved by the Board of Directors / 

Mr. Anperson. I think Mr. Berger said, discussed with the Board 
of Directors. 

Mr. NauGHron. Well, was it discussed with the Board of Directors? 
Mr. Ricuarps. That is my recollection, Mr. Naughton. No formal 
‘tion was taken by the Board but the matter was discussed. 

Mr. Naucuron. Didn’t they want to approve it formally / 

Mr. Ricuarps. No formal action was necessary. 

Mr. NauGuTon. Is it customary to discuss these things informally 
with the Board of Directors without having formal action on it? 

Mr. Ricuarps. Yes, sir; it is quite customary to discuss changes in 
policies or operating programs, even though no change in doc kets is 
required—it is done, maybe not too often, but a number of times dur- 
ing ~~ year there will be such discussions with the Board. 

Mr. Naveuron. Reading Mr. Fountain’s question to Mr. Berger 


<i 


I assume this program was submitted to Secretary Benson for his approval 
and received his approval. 

Mr. BercGer. And also the Board of Directors of the Commodity Credit Cor- 
poration. And it was also discussed with the Advisory Committee that I just 
mentioned prior to going to the Board of Directors. 

Now, the implication from that statement, as [ read it, would be 
that it had been approved by the Board of Directors. So that we may 
have it for the record, without any question, Da-112, itself, was not 
approved specifically by the Board of Directors; is that correct ? 

Mr. Ricuarps. The Board took no formal action. 

Mr. Navewron. And it was not approved by the Secretary ? 

Mr. Ricuarps. I don’t know about that. I know that Mr. Morse, 
the Under Secretary, knew about it. 

Mr. Naueuton. Do you know, Mr. Anderson, whether it was ap- 
proved by the Secretary ? 

Mr. Anperson. No; I do not. 

Mr. Naucuton. According to a letter we have, it was not. 

Mr. Rerece. May I interject while you are getting that? 

If it was submitted to Mr. Morse, and Mr. Morse happened to be 
Acting Secretary at the time, that would be responsive to the ques- 
tion that the chairman submitted to Mr. Berger, it would seem to 
me. 

Mr. Fountain. Yes, if he was Acting Secretary at that time I would 
Say so. 

Mr. Farrineton. I would agree with that, Congressman. I don’t 
quite see the significance of the : question—maybe that isn’t important. 
But the docket was approved under authority—I mean this particular 
transaction was approved under a docket which had had Board ap- 
proval and didn’t have to be submitted to the Secretary to be binding 
on CCC. 
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Mr. Reece. If I understand it correctly, the docket under which 
this order was issued had been approved by the Board, formally ap- 
proved by the Board. 

Mr. Farrrnetron. That is correct. 

Mr. Reece. And, likewise, I presume had the approval of the 
Secretary. 

Mr. Farrrneton. I presume it had; yes, sir. I don’t have personal 
knowledge of it but I am sure that is correct. 

Mr. Reece. But, anyway, it was approved by the Board. 

Mr. Founrain. That is right. 

Mr. Naventon. The information that we have received indicates 
that Da-112, itself, was not passed on formally by the Board, and, 
as a matter of fact, was approved by the initialing of the press release. 
Let me read this extract from a letter of October 10, 1955, to the 
chairman, which is signed by True D. Morse, as Acting Secretary : 

Exhibit D: The press release issued March 4, 1954, which announced the 
program covered by announcement Da-112. Since the institution of this pro- 
gram was fully authorized under docket UCP 98a, no formal action or ap- 
proval by the Board of Directors, CCC, or the Secretary of Agriculture was 
necessary to place this program into effect. The need for this program and 
the objectives of the program; namely, to fulfill the Governor’s commitment 
to support the price of milk and dairy products through March 31, 1954, at 
90 percent of parity was fully considered by the proper administrative officials 
in the Department, and the original copy of the press release, announcing the 
program. bears initials of the following officials indicating their approval and 
clearance through the established administrative channels; Harlan J. Emery, 
Chief, Program Analysis Branch, Livestock and Dairy Division, CSS; Don S. 
Anderson, Director of the Livestock and Dairy Division, CSS; George E. 
Cooper, Chief of the Commodity Credit Division, Office of the General Counsel ; 
Edward M. Shulman, Deputy General Counsel for Commodity Credit, Pro- 
duction and Adjustment; Preston Richards, Deputy Administrator, Price Sup- 
port, CSS: James A. McConnell, at that time Administrator, CSS, and Execu- 
tive Vice President CCC; True D. Morse, Under Secretary, and President of 
CCC. 

Now, as a result of Da-112, the Commodity Credit Corporation paid 
out approximately $2,400,000. Do you recall any other instance 
where that much money was paid out in a program, which was at least 
somewhat different from anything that had been done before without 
approval of the Board of Directors? 

Mr. Anprrson. This was approved by the Board—this cheese was 
purchased under a docket approved by the Board of Directors. 

Mr. Founrary. What is he talking about? This method of pur- 
chase and sale ? 

Mr. Anperson. This was the standard method of purchase and sale. 

Mr. Founrarxn. You mean Da-112? 

Mr. Anperson. Why, certainly. Wasn’t it? 

Mr. Navenron. Well, the Comptroller General and the Attorney 
General don’t think so, and neither do I, for that matter. 

Mr. Anperson. Well, we are going to have to let them settle it. 

Mr. Farrineton. It has gone to the courts now. But this kind of 
transaction was not new in the Commodity Credit, as was brought out 
at the last hearing. 

Mr. Navcuton. I believe Mr. Cooper told us during the hearings 
that he had never ruled on a question exactly like Da—112. 

Do you recall that, Mr. Cooper 4 

Mr. Coorrer. No: I do not recall saying it precisely that way. 
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Mr. Horrzman. While Mr. Naughton is looking for your previous 
testimony, wasn’t it your feeling, Mr. Cooper, that this was not the 
ordinary transaction, it was an unusual kind of transaction ¢ 

Mr. Reece. If I may interject, there seems to be injection all the way 
around, I had just the opposite impression ; that they considered it the 
usual transaction. And as I recall it, Mr. Cooper, Mr. Shulman, like- 
wise, stated definitely they thought it complied with the—it was legal 
in every respect. 

Mr. Horrzman. I am sure of that. That they thought it was legal. 

Mr. Coorrr. The type of pure ‘hase and resale was not new or un- 
common with the Commodity Credit Corporation in the past. The 
problem was one of repure hase and resale with respect to cheese or 
dairy products under the Agricultural Act of 1949 at that particular 
time and at that time we had not engaged in purchase and immediate 
resale to the producers—we have bought from producers and have re- 
sold to the identical processors 

Mr. Fountain. You did that under Da—100? 

Mr. Coorrer. We did that under Da-—100. 

Mr. Founratn. I understand that. 

Mr. Coorrer. The question that I have been called upon to deter- 
mine was whether price support as a whole could be conducted through 
the utilization of a purchase and resale plan similar to Da—112, and 
our conclusion was that under those circumstances, where a purchase 
and resale was intended to permit the sale back at a price below sup- 
port levels, that that would not be a proper purchase and res: - type 
of transaction, because it would permit the market price of dairy 

products to fall below the support level. When Da-112 was brought 

i my attention, I went into that aspect of it to see whether the pur- 
chase price at which we were buying, and the resale price at which we 
were selling, were proper; and having concluded that they were, 1 
felt, therefore, that it was a permissible type of transaction. It con 
stituted the same purchases at the same level that we had been pur- 
chasing. It constituted sales at the same level that we would be sell- 
ingin April. The two prices were legal, there was no objection to it. 
And I found no other objection in this because we had a long history 
of having purchases and immediate resale transactions of this type 
in other commodities. 

Mr. Honrzman. Did you ever have an instance in any commodity 
where you simultaneously bought and sold 4 

Mr. Coorrr. Oh, y yes; we bought and sold cheese, I don’t know how 
many hundreds of millions of dollars’ worth, during the war days. 

Mr. Hovrazman. Under Da—100 4 

Mr. Coorrer. Similar to Da-112. 

Mr. Hourzman. Under Da—100? 

Mr. Coorrer. Sir? 

Mr. Horrzman. Was that under Da—100 ? 

Mr. Cooper. No: prior to that, prior to the 1949 act. 

Mr. Horrzman. Let me read you a question 

Mr. Farrinecron. I wonder, Mr. Chairman, if I could read into the 
record two short paragraphs based on our further research of this 
problem in the Department of Agriculture ? 

Mr. Fountain. Go ahead. 
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Mr. Farrtncron (reading) : 

The form of contract used by CCC is not new, and there has been no secret 
about its use. Substantially— 
that word is underlined— 
the same form was used in 1942 in CCC subsidy operations. A copy was furnished 
the congressional investigating committee in 1943. A contract form was published 


in volume 10, pages 1313-1314, of the Federal Register, February 1, 1945... The 
following paragraph appears in the contract: “The time of purchase and sale.’ 


“Purchases by Commodity hereunder shall be deemed made at the time the 
American cheddar cheese is produced by the manufacturer, and sales by Com- 
modity hereunder shall be deemed to be made immediately thereafter.” 

Mr. Horrzman. May I ask, in 1942 you had additional authority, 
did you not; you had a broader authority then than you have today ; 
isn’t that so? 

Mr. Coorer. These contracts were initiated under the Corperation 
authority to buy and sell commodities. Therefore, we operated this 
tremendous program on those two words at that time, the authority to 
buy and the authority to sell. 

Mr. Honrzman. But you had specific authority in those years to 
deal with the processors; did you not? 

Mr. Coorrer. No, sir. 

Mr. Hourzman. Did you have a broader authority in 1942 than you 
currently have ? 

Mr. Coorrr. No, sir. 

Mr. Hourzman. No broader authority whatsoever ? 

Mr. Coorrr. No, sir. 

Mr. Founrarn. Were the words “other operations” in the law of 
1942? 

Mr. Coorrer. We were not doing it under that statute at all. 

Mr. Founrarn. I know, but were the words “other operations” in 
the law at that time? 

Mr. Coorvrer. This was not being performed under a statute for price 
support, but under the CCC charter. 

Mr. Naveuron. Those operations were carried out under the char- 
ter of the CCC, which charter granted very broad authority; is that 
correct ? 

Mr. Coorrr. The authority to purchase and to resell, and those are 
the two words. 

Mr. Naveuton. At that time, you did not have a restriction which 
was placed in the Agricultural Act of 1949 which limited your pur- 
chases of dairy products to purchases and/or loans; is that correct ? 

Mr. Coorrer. We weren’t supporting the price of dairy products 
when we engaged in those cheese sales. 

Mr. Navueuron. In other words, there are limitations in the present 
law that were not in there in 1942 when you engaged in this type of 
operation ; is that right ? 

Mr. Coorrr. There was a limitation in the 1948 and prior price- 
support acts in that we were authorized through “loans, purchases, or 
other operations” to support the price of commodities. But I am 
speaking about our authority “to buy” and “resell” and those two 
authorities were used to buy a tremendous quantity of canned fruits 
and vegetables, which we bought for the purpose of enabling proces- 
sors to pay the desired prices to producers, and to sell their commodity 
in the open market at price ceilings. The transaction was one de- 
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signed to make unnecessary the increase of price ceilings on fruit 
commodities. It was a hold-the-line type of transaction to keep mar- 
ket price to consumers from being increased, not to support the market. 
price. 

Mr. Naventon. And it had nothing to do whatever with the Agni- 
cultural Act of 1949? 

Mr. Coorrr. No, sir; but it was a purchase and immediate resale 
transaction, and one of a type which we had engaged in before and 
one which we have been through the courts with a number of times 
involving the interpretation of that purchase and resale transaction. 

Mr. Naventon. And all of this occurred before the Agricultural 
Act of 1949 was passed, with the limitation prohibiting you from 
carrying out this type of transaction on dairy products? 

Mr. Cooper. It was engaged in before the act of 1949. 

Mr. Farrrneton. Mr. Chairman, I know there is no point in us 
going into the legal question—— 

Mr. Fountarn. I don’t think so. 

Mr. Farrincron. But we have done considerable further research 
on this question since the other brief we filed with your committee, 
and I would be pleased to file for the record a copy of the brief which 
contains additional research, 

Mr. Founrarn. If there are no objections—— 

Mr. Reece. I think it ought to go in because this becomes a record 
and I think it ought to be complete. 

Mr. Founrary. When was this brief prepared, Mr. Farrington ? 

Mr. Farrrnaron. It had been prepared subsequent to the decision 
of the Comptroller General. 

Mr. Fountatn. Then I assume the Department is still taking the 
position that the Government should not recover this money ? 

Mr. Farrtneron. That doesn’t quite state our position. We still 
take the position, in our legal opinion, that what we did was correct. 
We have worked long and hard and I am sure objectively, on this ques- 
tion, since the Comptroller General issued his opinion and we feel 
that the validit y of the transaction is supported by the Agricultural 
Act of 1949, and by its legislative history and court decisions. We 
have found nothing to justify a change in that decision. 

Mr. Founrarn. It will be inserted in the record, if there is no objec- 
tion. 

Mr. Naveuron. This is the testimony, Mr. Cooper, that I was look- 
ing for which I thought I recalled. It appears on page 224 of the 
transcript of the hearing on Monday, July 8, 1955: 

Mr. FountTAIN. I will ask you if you have ever been requested to give an opin- 
ion on a transaction of the same nature as Da—112 before? 

Mr. Cooper. Not against the same set of circumstances. 

Mr. Fountain. Then it was a new opinion? 

Mr. Cooper. It was new to this extent, that it involved a limited type of cir- 
cumstances which distinguished it from my general observations on the wash 
Sales purchase programs. 

Mr. Hourzman. Following through the thought, on page 28 of the 
hearings on July 1, I asked: 


Would you say that this was a departure from the previous method of buying 
and selling cheese? I am referring to this contract to purchase simultaneously 
with the sale. 

Mr. ANDERSON. Was a departure—the announcement of it was a departure. 
Any time we can facilitate operations and encourage sales and minimize costs 
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to the Commodity Credit Corporation we will enter into an essentially similar 
operation, 

For example, if somebody had a particular carload of cheese that they thought 
they could export, and we could have an export sale at reduced cost to the Com- 
modity Credit Corporation only by doing that, we would enter into this sort of 
facilitation of operation. But you are right; it has never been announced in 
this particular fashion. 

Mr. Berger. There never was a reason to; it never occurred before. 

I just thought we would like to make that part of the record at this 
point. 

Mr. Anperson. I think it is interesting, too, Mr. Holtzman. Mr. 
Naughton asked me awhile ago if we made an estimate of additional 
costs. This probably resulted in some saving to the Government, so 
there was no occasion for us to have additional costs. This other 
matter that we are continuing buying product and selling the identical 
product back has never been submitted formally to the General Ac- 
counting Office, but I have discussed it with their representatives who 
help us in the Department and have asked them to examine it very 
carefully. 

I don’t know whether it has gone up to you or not [addressing Mr. 
O. D. McDowell, of the General Accounting Office]. I have discussed 
it with some of your people. 

Mr. Founraty. In other words, you are now doing by separate con- 
tracts what you did under Da-112? 

Mr. ANperson. We are reselling the identical product to the fellow 
who sold it to us. 

Mr. Fountain. Without delivery of the cheese or butter to the 
Government ? 

Mr. Anprerson. We don’t necessarily move it into an approved ware- 
house and back out again. 

Mr. Fountain. I mean, possession still remains with the seller? 

Mr. Anprrson. Physically; the right of possession is with us. 

Mr. Founrarn. The physical possession is with the seller. It is 
never contemplated that it would be delivered to the Government ? 

Mr. ANDERSON. I suppose we could have it delivered if we insisted 
on it. 

Mr. Founrarn. But the contract is such that it is understood that 
you would never require differently ? 

Mr. Anperson. The purpose of it, of course, is to try to recover a 
part of our costs by facilitating export sales; yes, sir. 

Mr. Naverron. Has there been any request made to Congress for 
authority—or do you feel you need any additional authority—to expe- 
dite these export sales without going through the possibly question- 
able device of purchase-resale transactions ¢ 

Mr. ANDERSON. I can’t answer your question, Mr. Naughton. You 
insist in putting the word “questionable” in there. 

Mr. Hontzman. Certainly we can agree that it is questionable, we 
are not deciding it, but we can agree that there is a sharp question 
about it. Mr. Naughton was referring specifically to the export sales. 

Mr. Naueuton. Yes; I am. 

Mr. Anperson. Well, unless the General Accounting Office or some 
other group of attorneys, find differently than ours there is no question. 
If they do, I think the possibility is, as Congressman Fountain men- 
tioned, that there may be some need for change in this basie legis- 
lation. 
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Mr. Naventon. Has there been some finding that these transactions 
are legal and without objection / 

Mr. 6 TZMAN. The export sales? 

Mr. NaveHron. Yes, the export transactions. 

Mr. Cooper. As far as I have seen, the particular export contracts 
and purchases and sales, I have found no legal objections to those 
that I have seen. 

Mr. Naventon. Has any opinion been written on that as to whether 
this ty pe of transaction is legally unobjectionable ¢ 

Mr. Coorer. No formal opinion; no, sir. 

Mr. HourzMan. Any informal] opinion ? 

Mr. Coorer. Well, having looked at the contract, and said it was 
O. K., I assume that I would give an informa! opinion. 

Mr. Horrzman. I just wanted to pinpoint you down a little further. 

Mr. Cooper. It is to be remembered that one contract of purchase 
is made through one office, and at a later hour, at a later time, we 
enter into a sale of butter through another of our odcen Now, the 
contracting ofticer sits down and orders the butter that we have 
under one contract, not in our possession, allocated to the other con- 
tract. We have the right, Congressman Holtzman, to take that butter 
and ship it all over the United States, to stomp on it, to eat it, or to 
give it away. But we prefer to leave it there and move it out under 
the contract. We have absolute right of control over it but we just 
don’t exercise all of the controls. In the final analysis, it is the same 
as a sale under Da-112 because the butter is actually left there. But, 
technically, we respond to all of the niceties of the legal transactions 
under two separate contracts. 

Mr. Hourzman. You may be completely correct, and the courts may 
sustain your position. And, frankly, I wouldn’t be too disturbed if 
they did. Iam not trying to be technical here, and I am not unmind- 
ful of the fact that there may be some advantages in not having the 
cheese moved. But I am delighted that you showed some differentia- 
tion between what you are doing now and what you did under 
Da-112. 

Mr. Cooper. I am pleased to hear that you are not too disturbed 
because I thought that you had been disturbed about this $2,500,000. 

Mr. Horrzman. I would like to see that money recovered, if the 
courts so decide. It is my opinion that we are entitled to it, just 
as it is yours, and has been, that the people are not entitled to it. 

Mr. Naveuron. One final question, Mr. Cooper, on these export 
transactions. Was a press release issued describing this particular 
tvpe of transaction, the export transaction? I seem to recall one. 

Mr. Cooper. I have no personal recollection of any particular press 
release. We do announce prices and methods of sale. 

Mr. Naventon. Mr. Anderson ? 

Mr. Anperson. We will produce the press releases announcing it. 
There are also announcements giving the detail, and unless we slip 
somewhere every single sale is issued in a press release. Of course, 
the same thing was true of Da—112. The announcement was issued in 
early March, the press release was issued, and some time later a publi- 

cation of all the names of ever vbody that dealt—it was for information 
purposes—that was issued all in 1954. And our good friends in the 
General Accounting Office ieee this all during this period- 
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Mr. Naventon. I wasn’t intimating that there had been any attempt 
to hide these transactions. I was merely trying to establish when it 
was decided to go into this particular type of transaction and what 
type of approv: al had been given to it. 

Now, I understand that there was no formal legal opinion written, 
and I was wondering whether a press release had been initialed, as 
happened in the case of Da-112 transactions. 

Mr. Anperson. The announcement, of course, will always be ap- 
proved by someone in the General Counsel's Office, depending on the 
particular circumstances. It may be reviewed with one of the Deputy 
Administrators, it may be discussed with the general sales manager, 
it may be discussed w ith the Administrator. On occasion, where there 
is some serious doubt, as Mr. Richards says, we may have informal 
discussions with the Board. And the press releases, of course, are 
initialed by several persons. Offhand, I don’t know who initialed all 
of them. 

Mr. Naveu'ron. If you have serious doubt about the program you 
are going to enter into, it is customary to have an informal discussion 
with the Board ? 

Mr. Anperson. We have, as Mr. Richards said, on occasion had in- 
formal discussions with the Board. 

Mr. Naveuron. You did have such a discussion in the case of 
Da-112? 

Mr. Anperson. That is my recollection. 

Mr. Farrineton. There are lots of discussions we have with the 
Board when there is no serious doubt about a program, because there 
may be questions of the need for it, any number of questions which 
represent any substantial change of operations may be discussed with 
the Board. It doesn’t necessar rily indicate there is any serious doubt 
about the program. 

Mr. Naventon. Of course, we have on our record already, Mr. 
Farrington, and I am sure you are aware of it, testimony to the effect 
that it was common knowledge down in the Solicitor’s Office that 
purchase-resale transactions in general were of questionable legality. 
As a matter of fact, it was common knowledge that they were not 
authorized under the Agricultural Act of 1949. 

Mr. Cooper. Common knowledge only as to dairy products under 
the 1949 act. 

Mr. Farrrneron. Or sales. 

Mr. Coorer. Wash sales of a certain type which we meant. And 
we specifically wrote that opinion after Da—112. 

Mr. Naventon. Which are, of course, at least somewhat similar to 
Da-112? 

Mr. Coorrr. Yes; but we thought there was a sufficient basis for 
distinction. 

Mr. Farrtneron. There is some similarity between all transactions. 

Mr. Hourzman. May I ask a question? Mr. Farrington, you are 
in a rather peculiar position now—when I say “vou” T mean the 
Department 





Mr. Farrineron. I appreciate that. 

Mr. Hoitzman. You take the position today that the original deci- 
sion which you made is valid, and you have a right, an absolute right 
to it. At the same time, the GAO and the Attor ney General have 
decided that the transaction was not authorized under the law and the 
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fact is that a lawsuit is pending now to determine whether or not your 
original action was correct or not. Now, do you know when this 
brief, which was offered into evidence here, was prepared ? 

Mr. Farrtnoton. Mr. C ooper prepared it. I would say it was 
prepared probably 6 weeks or 2 months ago, maybe earlier than that. 
I can go to the file copy and find the date of it. 

Mr. Houitzman. You have taken pains, I am sure, to see to it that 
this brief, which reflects the background of the Department, will not 
be of any help to any defendant in this lawsuit, I am sure of that; is 
that correct ? 

Mr. Coorrr. That brief was prepared and delivered to the Attorney 
General, Department of Justice, for their help and benefit, under- 
standing, and study. 

Mr. HorrzmMan., I see. 

Mr. Coorer. And outside of being given to them, and those here, I 
do not know that brief has been seen by anyone. 

Mr. Founrarn. In view of that, do you still want to put it in the 
record ? 

Mr. Coorrr. I have offered it for the record. 

Mr. Farrineron. Yes, sir. It is simply a legal analysis of the 
problem as we see it. And as Congressman Holtzman says, we are 
ina rather peculiar position here. But we honestly and conscientiously 
feel that our position was legally sound. 

Mr. Coorer. There is nothing so unusual or novel about it, that it 
isn’t 

Mr. Hotrzman. As a matter of fact, it is only with the kindliest of 
motives that |] il those questions, because I would not want the 
Department to be in a ‘position of giving its great wealth of experience 
and background to help the defendant prepare its defense in a lawsuit 
where the United States Government is the plaintiff. I don’t think 
that that would be a comfortable position for the Department and 
that is why I ask those questions. And it is my own feeling at this 
point— 

Mr. Cooprr. May I ask this? Do you believe that I should not—— 

Mr. Hourzman. Just let me finish the thought. It is my own feel- 
ing—and you can do just as you wish with this—that the Dep: irtment 

might be better off if this were not made part of the record at this time. 
That is my own feeling. I think it might possibly save some embar- 
rassment to your Department. 

Mr. Reece. If I may be permitted to interject, I hardly see, since 
the Department of Agriculture prepared it and turned it over to the 
Department of Justice, which is a prosecuting authority, so to speak, 
where the Department of Agriculture might be prejudiced by putting 
it in the record here. That is, since the prosecuting officer already 
has the benefit, will have the benefit of it, although I am not concerned 
one way or the other. 

Mr. Founrarn. He was talking about the possibility of this brief 
going into a public record, and thereby into the legal case. 

Mr. Honrzman. I have no objection to it going in. But I think you 
might well consider whether it should go in at this time. 

Mr. Farrrneron. Wouldn’t it be appropriate if I left that to the 
‘hairman? This supports our legal position, and we do not like to— 

Mr. Fountaty. You have already presented your position to the 
Attorney General, of course. 
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Mr. Hortrzman. The GAO also. 

Mr. Farrineron. No. GAO is not in the picture. 

Mr. Founrain. I think it was appropriate to give them the benefit 
of your thinking. But I have serious question as to whether or not it 
should go into the public record at a time when the United States 
Government is engaged in a lawsuit with a number of individuals. 

Mr. Farrtneron. We are anxious to have the respect of this com- 
mittee as lawyers, Mr. Chairman, and I leave it to you as to whether 
or not you incorporate it in the record. I tender it in support of 
our position. 

Mr. Fountrary. We will consider it offered in that hight. And 
then we can make a decision on it. 

Mr. Reece. These questions which have been raised here have all 
been directed as to whether it was to the advantage of the Depart- 
ment of Agriculture for this brief to go into the record. Now, as I 
understand, in view of the fact that you gave a copy of it—I presume 
the original—to the Department of Justice, you, that is, the Depart- 
ment, has no, sees no objection, from its standpoint, in the brief going 
in the record. 

Mr. Farrtneron. I do not, myself, Mr. Reece. 

Mr. Reece. And I assume that in the main, the brief covers in a 
summarized and consolidated way the various points of view that 
have been expressed over the period of weeks in which the hearing 
was held. 

Mr. Fountary. I think it might be advisable for us to consult the 
Attorney General about that, inasmuch as he has the responsibility 
now of instituting these suits and taking action as to whether or not 
this would in any way prejudice the case of the Government against 
these individuals. 

Mr. Horrzman. Mr. Chairman, in answer to Mr. Reece, in addi- 
tion to sustaining their opinion, it may also give a defense to a de- 
fendant—now, I am not against helping a defendant but I think the 
Department might be in a peculiar position. It is possible—I am 
not saying that it is going to happen, and I think the suggestion of 
the chairman is well taken, that we take it up with the Attorney Gen- 
eral, and find out whether this case will be prejudiced in any way. 

Mr. Reece. The anmegetine is well taken. Lut the whole pur- 
pose of this hearing, as I understand it, has gone to the legality and 
propriety of these transactions and the burden of the testimony of 
the representatives of the Departinent has been to give the legal basis 
for the action which they took. And now, then, to raise the ¢ question 
of the propriety of their completing the testimony, if it is not com- 
pleted, I would doubt. 

Mr. Horrzman. It is all right with me. 

Mr. Founrtatn. No one is raising the question of the propriety of 
the Department submitting its brief to this committee. The only 
question which has been raised is as to the time limit of it, whether 
it should be submitted at this time and made a part of the public rec- 
ord. I, personally, think it is a matter of such importance that we 
probably ought to ‘wait until we have another meeting of the com- 
mittee, when we have a quorum for the purposes of ac ting on it. 

Mr. Reece. I would be willing to take the time to have it read into 
the record if you prefer to have it read, and I would insist on doing 
so, because I want the benefit myself, because I am a representative of 
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this Government, and I took the same oath of office as the officials in 
the Department of Justice took and the officials in the Department 
of Agriculture took. And I feel a responsibility under that oath. 

Mr. Horrzman. You feel like a defendant, sir? 

Mr. Reece. And for one, | would like to have full information on 
the subye Ct. 

Mr. Fountain. The committee will have it here. 

Mr. Hourzman. Let me Say this, Mr. Reece, without any facetious- 
ness. It is entirely possible, then, that the GAO may want to reply, 
and so on, because the GAO has also taken a position here. 

Mr. Reece. I would be very happy. And I think we erred in not 
calling the GAO over after the GAO entered the case, so that we would 
have an opportunity to develop their thinking in the case. 

Mr. Founrarn. Well, personally, I feel—tfrankly, 1 would like to 
see it in the record. However, I think we, in this committee, owe a 
responsibility to see that we do not do anything that would jeopardize 
the present suits, which are being instituted by the United States 
Government against so many individuals. 

Mr. Reece. Could you give us individual copies ? 

Mr. Farrinevon. Yes, sir. 

Mr. Reece. Could we have copies individually ¢ 

Mr. Founrarn. Yes. 

Mr. Reece. I will put it in the Congressional Record myself. 

Mr. Fountain. And it is my suggestion that we wait until the 
committee—I am not saying that vou aren’t right—but it is my sug 
gestion that we wait and let the committee at least consider whether if 
ought or ought not to go into the record at this time. 

Mr. Reece. The whole purpose of this hearing. 

Mr. Hourzman. Let me say this. I don’t want a copy because I 
don’t want any question raised about my helping any defendant in 
« lawsuit. I would just as soon not have a copy. 

Mr. Reece. If it is put in the record, | am going to put it in the 
Congressional Record. 

Mr. Houraman. It is all right with me. 

Mr. Founrarn. I would suggest that you wait until the committee 
has a chance to act on it, and all of us may act in putting it in the 
record. 

Mr. Rercr. I think that the Department has a right, as you have 
insisted on it doing, in developing its case before this committee. It 
doesn’t have to be in the form of a brief. 

Mr. Founratn. I think it does. However, Mr. Reece, this support 
is being offered to the committee, not only after the Comptroller Gen- 
eral has ruled, but after the Attorney General of the United States 
has agreed with the Comptroller General and instituted a lawsuit. 
Now, if that had net been done—— 

Mr. Rercr. But you have questioned them, too, with reference to 
the very subject matter covered in the brief and you estop them from 
giving them—— 

Mr. Fountain. I am not estopping them. But I say as intelligent 
men, as representatives of the people of America, that. we on this 
committee ought to give further consideration to the advisability at 
this time of putting this in the record. It is just an extra precaution 
that I think we ought to take. Personally, I would like to see it go 
into the record. 
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Mr. Reece. So would I. 

Mr. Fountarn. But in view of the question which was raised and 
the statement which was made by the representatives of the Depart- 
ment, I do think that this committee ought not to act in haste about 
it. I dothink that committee ought to fully consider any points which 
the Department of Agriculture has made in connection with its own 
decision in writing its own report, I am referring only to the time 
of putting it into t the public record. 

Mr. Reece. This is what I have in mind, primarily. And the rea- 
son I think it ought to go into this record 

Mr. Fountain. I am not saying it shouldn’t go into this record. 
I am just saying I don’t think we ought to do it today until the com- 
mitte has had a chance to see it. There are only three of us here. 

Mr. Reece. This is my thinking on the matter, and the reason I 
think it ought to go into the record. The Solicitor’s Office, as well as 
the other officials of the Department, were called upon before this 
committee to give an opinion 

Mr. Fountain. They gave it. 

Mr. Reece. Well, frequently questions were propounded, and they 
gave extemporaneous pInions, views without opportunity to review 
their own records and aveien a complete answer. And as I see this 
brief, if you want to refer to it as a brief, it represents more mature 
thinking on the subject than the attorneys could give it appearing 
extemporaneously before the committee. And it seems to me that is 
what our committee would want. 

Mr. Hottzman. Well, Mr. Chairman, in response to that and again 
I plead with the members of the Department to take this in the hight 
that I am not looking to do anything harmful to them. They had an 
cpportunity to give us a formalized opinion, and did so in a 13-page 
brief, and again I repeat that I am not disturbed over getting this 
new opinion into the record, but there are things further reac ching 
than just giving them a right here. Lawsuits are pending in the 
courts and possibly they might be in a situation that would be un- 
comfortable. Now, again, I ‘have no objection. I will not object. I 
have not objected, and I won’t object, but I think it is for the Depart- 
ment to decide and then for the chairman to get an opinion from 
the Attorney General. That, I think, is the chairman’s obligation, to 
make sure that the case of the people, of the Government, is not im- 
paired or prejudiced in any way. 

Now, I think it is crystal clear now that nobody here is opposed to 
giving the Department an additional shot at this thing. 

Mr. Reece. That is the whole purpose of the hearing here today, 
as I understand it. The questioning in the main has gone to legality 
and the questioning has gone back and reviewed. 

Mr. Fountary. Well, some of the answers have reviewed it, but I 
don’t know of any questions that have been designed to test the le- 
gality. Some answers to questions have gone back into it. 

The purpose of this hearing here today is to take additional testi- 
mony on this subject. Now, when it comes to putting certain things 
into the record, where there may be some question, even though the 
question may be slight, as to the advisability of putting it into the 
record at this time, I think it is a matter which should be decided 
by the full committee at an appropriate time. 
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Mr. Reece. I think so far as the operation—I may be wrong in niy 
reaction of our responsibility here as members of the committee— 
but we are developing a situation in an objective way. We are not 
acting, or should not, to the prejudice of the Government or to the 
prejudice of an individual. We are simply developing the facts that 
revolve around this case. If the prosecution in a case benefits from 
it, that is not our fault; if the defense benefits from the action we 
take, it is not our fault. But I think we have the responsibility to 
develop the case fully. We are not after anybody. 

Mr. Houtrzman. I think the gentleman is right and he has made a 
correct statement of our feelings here, but my thought is only now 
with the Department and it is entirely up to them. So far as I am 
concerned, I don’t want to see that thing because there is now a lawsuit 
pending. It is not quite as if there was no lawsuit pending. 

Mr. Reece. I am never afraid to see the law myself. 

Mr. Houtrzman. The chairman is going to decide this with the help 
of the committee, and I think the Department should on its own reserve 
the right to think about this, at least overnight, for their own sakes. 

Mr. Reece. I think you ought to consider from their standpoint 
whether it is advisable. I was thinking they hadn't considered that. 

Mr. Hourzman. I can understand the Department wanting to justify 
its position and I would do the same thing. There is no question about 
it; and, if I felt they had developed new information or some new law 
that might be helpful in sustaining my original position, I would 
want it in. But, I would also have to take into consideration that two 
other agencies have ruled otherwise and, this is the important thing, 
a lawsuit is pending at this point. I think Mr. Cooper knows just what 
1 have in mind, and I think Mr. Farrington knows it, and I think you 
should give it some thought. 

I, personally, have no objection to this thing going into the record, 
absolutely none whatever. I want you men, as I know the chairman 
does, and Mr. Reece does, to have the fullest explanation possible in 
the record. This is something which may involve the Department and 
another Department and involves a case which is pending in the courts 
at the time. 

Mr. Farrinetron. Well, our reaction, of course, Congressman Holtz- 
man, is this: This committee evidently feels that this action which our 
office approved was without authority of law. We submitted one brief 
earlier which is a part of the record. It was written hurriedly. It 
was without the benefit of all of the information. It was written with- 
out the benefit of the GAO decision, and we went back to our libraries 
again and, as I said before, we worked long and hard and objectively, 
and this brief is a result of that work. 

And, I took it that questions were being raised again today as to 
legality again of these transactions. 

_ Mr. Fountarn. No; we are not on that question at all. The admin- 
istration of the program is what we have been going into today. 

Mr. Reece. If you permit me, if the question of the propriety of 
presenting the legal justification of actions of the Department has been 
raised because a lawsuit is pending or is impending, as the case may 
be, if that is improper, then I think, Mr. Chairman, having additional 
hearings on the identical subject after the lawsuit has been filed is 
unjustifiable. 
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Mr. Founratn. As I said, we have not gone into the question of 
legality. 

Mr. Reece. Exactly, but we are going into the question of the pro- 
priety. If it is improper for the Department’s representatives to pre- 
sent the legal justification for its action because a lawsuit is pending, 
then it is improper for this committee to have an additional hearing 
after the lawsuit has commenced and developed further facts in this 
case. 

We stand, as I see it, before the court and the Department of Justice 
exactly on all fours, so far as this case is concerned, as does the De- 
partment of Agriculture. 

Mr. Hourzman. No, sir; we are not a party to this lawsuit, and the 
Department, in essence, is. There is a tremendous difference. 

Mr. Founrarn. The Commodity Credit Corporation is the plaintiff. 

Mr. Horrzman. There is a tremendous difference, Mr. Reece. 

Mr. Reece. There is the same moral responsibility. 

Mr. Cooper. It is not the Commodity Credit Corporation. Suit was 
brought in the name of the United States. 

Mr. Founrarn. On behalf of the Commodity Credit Corporation. 

Mr. Cooper. Yes. 

Mr. Reece. As a committee, as I said earlier, we are not justified in 
helping or hurting either side of the case. We are supposed to be en- 
tirely objective. And, actually, I do question the propriety of having 
a hearing after this case has commenced or filing a report after this 
case has commenced. 

Do you think, if I should see fit to file a minority report, or the 
other members of the committee see fit to join me in filing a minority 
report, that I wouldn’t avail myself of all the legal facts that might be 
pertinent to presenting the justification of the minority views ? 

Mr. Founrarn. I would not object to your doing it. I am pretty 
sure you would. 

Mr. Reece. Would you see any objection to it ? 

Mr. Founrarn. No. No one has said this is improper. I have said 
that I think it is a matter of such a nature, in view of certain circum- 
stances which have been brought to the attention of this committee, 
that we should hold in abeyance the putting of this brief into the record 
at this time until the full subcommittee can meet. 

Mr. Reece. For the same reason, Mr. Chairman, I would go to the 
justification of having further hearings after a suit has been 
instituted. 

Mr. Hortrzman. That would be a non sequitur, Mr. Chairman. 

I want to say now that I commit myself at this point to voice no 
objection to the introduction of this brief into the record. I repeat 
it, and I thought it was made crystal clear that neither the chairman 
nor I are objecting to it. 

Mr. Reece. That is right, Mr. Holtzman; your first question arose 
as to whether the Department would want to do it, whether it would 
give its hand away. 

Mr. Founrarn. They have to handle their own decisions. That 
is up to them, as to whether they want to offer it. And they have 
offered it unless they withdraw it. It is up to the committee always 
as to what goes into the record and when it goes in. 

Mr. Houtrzman. You will have no problem because I have committed 
myself not to object. 
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Mr. FouNTAIN. Unless I am overruled, the brief will be rec eived 
by the committee and the question of when it goes into the pubhe 
record will be decided by the subcommittee. 

Mr. Reece. Well, I have no objection to that, but in the event the 
subcommittee should decide not to put it in the record I may decide 
to put it into the Congressional Record. 

Mr. Fot NTAIN. You can put it into the Congressional Reeord. 
You have the right to do it. 

As chairman of this committee, I just feel at this particular time, 
it may be that in 24 hours we will see good reasons why it ought to 
70 1n now. 

Mr. Reece. Or, in the minority report, if I should see fit to file 
one. 

Mr. Fountain. You should certainly have the benefit of it. 

Mr. Reece. If we are going to file a report in which the majority 
of the committee condemns the action of the Department of Agri 
culture, then certainly, the minority has a right to file a report and 
give its views, its full views with reference to the justification of the 
action of the Department of Agriculture. 

Mr. Founrarn. I will agree with you to this extent, Mr. Reece, and 
that is if a report is filed and when a report is filed, that the minority 
as well as the majority should have the benefit of any information 
which any of the departments and agencies have submitted to this 
committee. 

Mr. Reece. If the majority of the committee should see fit to file 2 
report, would not one of the principal purposes of that report be 
to challenge the validity of the action of the Department of Agri 
culture ¢ 

Mr. Fountrarn. That depends on what the committee decides. 

Mr. Reece. I say, if representing more or less the implications that 
might be drawn from the 

Mr. Hourrzman. Are we prejudging again, Mr. Reece / 

Mr. Reece. Not I. 

The implications that might be drawn from the regular hearing, 
then if that is the case then certainly the opposing view has a right 
to give complete information. 

Mr. Founratn. Nobody has argued to the contrary. 

Mr. Reece. In justification of its views. 

Mr. Founrary. We agree with you. 

Mr. Reece. If this is not going to be put into the record, then all 
the facts would not be available unless we got it across the table. 

[ am raising this question in all seriousness. I question the pro 
priety of having an additional hearing after suit has been instituted. 
Likewise, I question the propriety of filing a report after the suit is 
instituted. 

Mr. Horrazman. Are you against the filing of the brief? 

Mr. Reece. No, I am raising the question about any official action 
being taken after the suit has been instituted. 

Now, since we are proceeding with the development of the case, 
then I do feel that the Department has a right to complete its de 
velopment, but I question the propriety of having the additional 
hearing. 

Likewise, I question the propriety of the committee filing a report 
after the suit has been adjudicated. 
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Mr. Fountain. Well, of course, if you had raised the first question 
this morning we could have acted upon it at that time. It is a little 
late for that now, but the matter with respect to the filing of the 
report I think is a matter which the committee can act upon and make 
its decision as to whether or not it would be advisable. 

Mr. Reece. Because the majority report, if it is as I think there 
is a possibility it might be, would be nothing except an additional 
brief on behalf of the prosecution. 

Mr. Fountain. Go ahead, Mr. Naughton. 

Mr. Naveuron. Mr. Ommodt, I believe you testified previously 
that you concluded grading of cheese on which payments were made 
under Da-112 approximately on April 30. Do you recall the exact 
date that you concluded grading? 

Mr. Ommopr. April 30. 

Mr. Navauton. There was no cheese that was graded after April 
30 under Da-112? 

Mr. Ommopt. No, sir. 

Mr. Naveuton. Were there any brand names on any of the Da- 
112 cheeses ? 

Mr. Ommopr. There could have been. 

Mr. Naveurton. In other words, there was nothing in the regula- 
tions to outlaw brand names on cheese ? 

Mr. Ommopt. So far as I know. 

Mr. Navueuton. Now, I think that both you and Mr. Anderson 
testified that it would be impossible to offer any of this cheese twice. 
Let me see if I can find that exact testimony. 

Mr. Anperson. To point out the only possibility that I ever thought of, and 
we thought of these possibilities, and I think I was assured by inspection of 
grading that that could not happen, that since this did remain on the premises 
of the offer, I raised the question as to whether it would be possible for them 
to change the markings on this cheese and offer the same cheese over again 
after it had been inspected. Now, I gather that that is next to impossible, if 
not impossible. 

Mr. Ommoprt. That is right, because the markings on each Cheddar are put 
on before the paraffin and if you remove the paraffin you would be in trouble 
with the cheese later. That is a physical impossibility. 

Mr. ANDERSON. That thought did occur to me while we were planning this 
program. 

So that your testimony was that it would be impossible for any 
cheese to be offered twice. And still is, of course. 

Mr. Founratrn. Is that right? 

Mr. Ommopr. Yes, as far as inspection and grading of cheese, we 
have certain lot numbers and identification that certainly cannot be 
removed because if they were removed it would indicate that the 
numbers have been changed, and we wouldn’t touch it. 

Mr. Naveuron. Now, the Commodity Credit Corporation never 
buys cheese under Da-100 or successor programs to that, without in- 
specting it; is that right? 

Mr. Ommopr. That is correct. 

Mr. Naueuron. So that all cheese that CCC ever bought would 
have had to have been inspected before the CCC had it? 

Mr. Ommopr. Right. 

Mr. Naventon. And therefore, under that set of circumstances you 
would think that it would not be possible for people to sell cheese 
that they bought from CCC back to CCC again under .Da-112. 
Would that be your conclusion from that ? 
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Mr. AnpeErson. No, sir. 

Mr. Naventon. Why not? 

Mr. Anverson. If they had bought the cheese 6 or 7 months before, 
they could reoffer it. 

Mr. Naveuton. When the inspector went in to grade that, accord- 
ing to your previous testimony, would he not see that that had been 
previously graded and reject it? 

Mr. Ommopr. It could be regraded on the same marks with the same 
identification, but not removing the lot numbers and making a new lot. 

Mr. Navaeuron. So that it might be possible to offer the same cheese 
to CCC twice? 

Mr. Anperson. Cheese that had been bought several months before 
could have been reoffered. 

We have in our present announcement, I think, in Da-21, a pro- 
vision that it cannot be reoffered if it has been previously owned by 
CCC. 

Mr. Fountain. He is talking about cheese that was not delivered. 

Mr. Anperson. What Mr. Naughton is talking about is cheese that 
Kraft had bought from us some months before and had reoffered under 
Da-112. Aren’t you? 

Mr. Navueuton. Yes, sir; that is part of it. 

Mr. Anperson. That is what I thought. 

Mr. Naventon. The reason for my question is—— 

Mr. AnpErson. The markings were not changed on that cheese, I 
hope. 

What you are saying now is that they could have offered cheese and, 
during the interval, while it was in our possession, changed markings 
and reoffered it. 

As I understand it, our people say that that is highly improbable 
and maybe even impossible. 

Mr. Naueuton. But the graders apparently had no instructions to 
reject cheese because it had already had a grading mark on it and had 
previously been offered to CCC. 

Mr. Anperson. That is correct. 

_ Mr. Naventon. Now, we asked some questions in the previous hear- 
ing regarding the provision that was put into Da—112 allowing cheese 
to be offered by the owner or the consignee and we askefl also whether 
there was anything in Da-112 that would prohibit both the owner 
and the consignee from offering the same cheese, and I think that was 
when the testimony was given that the graders would see that it 
had already been graded. 

However, apparently, that safeguard did not work. 

Mr. Anperson. What is the testimony or evidence that it did not 
work? 

Mr. Naventon. You got some cheese that had already been graded. 

Mr. Anperson. We buy no cheese that has not been graded, and 
some of the cheese may have been graded several times. 

Mr. Naventron. Are you in any position then to state positively 
that the CCC did not make payments to both the owner and the 
consignee of the cheese under Da-112 for the same cheese ? 

_ Mr. Anperson. I am never in a position to say positively that there 
isn't somebody too smart for us. We just caught a fellow out in 
Wisconsin, nothing to do with this, substituting cheese. We caught 
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him. There is always a possibility that somebody gets by. I don’t 
think we catch all the murderers in this country. 
Mr. Founratn. Mr. Naughton, do we have any information that 


the same cheese was offered twice, or by different people under 


DA-112? 
Mr. Anperson. Is that what you are trying to say, Mr. Naughton ¢ 
Mr. Naverron. I am trying to est: ablish what precautions were 

taken to prevent this situation from occurring. 

Mr. Anprerson. No prec aution at that time was taken to prevent a 
firm who sometime in the past had bought cheese under Da-—107, 
I think, from reoffering that same cheese under Da-112. 

\ considerable number of precautions were taken, I think, to see 
to it that the same cheese was not offered twice under Da—112, and 
Mr. Ommodt has explained those precautions. 

Mr. Navenron. You mean under different grading numbers, but 
supposing the owners and the consioner offered the same cheese and 
used the accurate grading number on it? 

Mr. Anprerson. Presumably we would have discovered him in 
the same way that the cheese was discovered which was offered by 
Mr. Golz and by Mr. Schreiber. The certificate numbers were iden- 
tical in this case, the numbers on the cheese were identical. 

Mr. Naventron. Did you check that to determine whether there 
were any identical numbers ? 

Mr. Anprerson. We haven't run through all our cheese. It had to 
stay where it was. 

Mr. Naveuron. As I read Da-112, if Da-i12 had been legal, 

I don’t see anything that would have prevented the owners and the 
consignee both from offer ing it legally, the way the announcement is 
written. Certainly you could have an owner and a consignee of the 
same cheese at the same time. I don’t know of any legal grounds 
on which you could have rejected an offer from both assuming that 
Da—112 had been legal. 

Mr. Coorer. When the proper man sold it to us we got title, so 
therefore, it can’t be sold twice to us. 

Mr. Founrarn. Unless both people claim they had it in their 
possession. 

Mr. Cooper? He had to pass title. A consignee can only pass that 
which it owns. If the owner had already sold it to us, the consignee 
had nothing to sell. 

Mr. Naventon. I think he could pass just as good a title as was 
passed under Da-112. The evidence indicates that no title was 
passed. 

Mr. Anderson, do you know whether the Dairy Belt Cheese Co. is a 
subsidiary of the Borden Co. ? 

Mr. Anprerson. No, sir. 

Mr. Naventron. The information I have indicates that it was back 
around 1947. Do you know now whether 





Mr. Anperson. I have no knowledge of the corporate structure of 
the Borden Co. I happen to know a few of their subsidiaries by 
accident. 

Mr. Naventon. In Da-112, I think we have quite a bit of testimony 
that the requirement that cheese come from a sanitary plant, one which 
had been approved by the inspectors of the Department of Agricul- 
ture, was eliminated. 
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Have you made a further check since our hearings to determine 
whether any cheese on which payments are mi ade under Da-112 did 
come from plants which might have been on probation at that time? 

Mr. Ommopr. I don’t believe we have made any further check on it. 
Ilowever, we supplied the committee a list of those plants that were 
on aw dur Ing that per lod. 

. Naucuron. In checking the factory numbers against the cheese 
on ‘whieh payments were made, [ notice that a number of plants of 
the Dairv Belt Cheese Co. of oeennee, Wis., were on probation at the 
time of Da—112. and there was some cheese offered apparently from 
those factories. Whether the ‘re was any le orn] impedime ht to this bein & 
offered, I am not sure at the present time, but could you check into 
that for us 4 

Mr. OmMoprT. Well, I believe that we Gave a complete list of all 
hose factories that were on probation at that time. That did not pre 
clude the grading of cheese from those plants, however. 

Mr. Navueuton. Not under Da—-112? 

Vir. Ommopr. Nor under 100. 

Mr. Naveuton. It did not under Da—100 ” 

Mr. Omnopr. That is right. 

Mr. Navenron. Mr. Anderson, I understand that the Campbell 
Soup Co. offered quite a large quantity of cheese under Da—112, but 
they received ho payment, Could vou outline the circumstances of 
that transaction ? 

Mr. ANDERSON. The cheese would have been offered to Cincinnati, 
and I will have to check with the Cincinnati on what the basis of their 
re jecting the cheese was. I can give some offhand opinions because 
at the time there was considerable discussion about it, but as I say, I 
would want to check with Cincinnati to get the official record. 

Just for your information, it is my thought that a good deal of that 
heese did not grade. 

Mr. Naventon. Going over some portions of your earlier testimony, 
which we want to develop a little further, on page 25: 

Mr. ANpDERSON. We were told by the industry that they could well afford to 
repackage some of this cheese and they they would do it. 

Do you recall who told you that in the industry / 

Mr. Anperson. Well, L wish you had asked me that a year ago. 
Right now, I don’t. TI was told it the other day by, I think it was one 
of the packers, that they were prepared to do it. I think that was the 
\rmour Co. Iam not sure. The companies I had in mind a year ago 
ive shipped my mind but it seems to me that Armour told me the 
other day they had ship ped a lot of new boxes up to one of the places 
nd hs idl inte uae fa fo re p: ic kage the Cc hele I ie AY can te |] you tor sure, 
i you want to ask them. 

Mr. Naventron. On page 38: 

Mr. ANDERSON. I was in the conference that was called in the office of Dean 
roke r, of the University of Wisconsin. Certain companies in the State had to 
se their cheese a rather long time and it some of this cheese that would 
have to be repackaged. 

Would that have been Mr. Berst ? 

Mr. AnpErson. Well, it was Mr. Berst that was at the meeting. 
ind his operation is one where they age the cheese. 

Mr. Naveuron. Is he connected with Armour, do you know 
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Mr. Anperson. There is a relationship between Mr. Berst and Ar- 
mour. What the relationship is, I do not know. I think Miss Wis- 
consin cheese, which is Carl Berst, is merchandised through some 
Armour outlets. I am sure either Mr. Berst or Armour would supply 
you with that information. 

Mr. Naueuron. During the discussion of the operations as they re- 
lated to the National Biscuit Co., you testified that you received a 
number of calls from friends of National Biscuit Co. Do you remem- 
ber, do you recall who any of those individuals were ? 

Mr. Anperson. Wasn’t it the Campbell Soup Co.? Have I got the 
wrong name in there? Maybe it was National Biscuit. Iam sorry you 
didn’t ask mea year ago. I can’t remember now. 

Mr. Naueuton. Talking about the National Biscuit Co. : 

Mr. ANDERSON. This is a very interesting case. They are one of the cases that 
threatened to take action against us for not buying a part of the cheese that 
did not meet specifications. I do not know whether you got into that discussion 
or not, but we did have quite a time with National Biscuit Co. It was a case of 
whether our specifications were correct with respect to mold under paraffin, as 
I recall it. This was a very interesting case we had with them. 

Mr. Founvrain. Did you turn them down on some of their cheese? 

Mr. ANpeERSON. Large quantities, because it did not meet specifications. We 
had many telephone conversations from them, both direct and indirect, through 
friends of theirs. 

Mr. Anvrerson. I wish you had asked me then. I have even got the 
wrong company in mind now. I thought it was the Campbell Soup 
Co. that I related that instance about. I don’t recall. I wish you 
had asked a year ago. 

Mr. Naveuton. You don’t recall the names then of anyone who—— 

Mr. Anvrerson. I am sorry. 

Mr. Navenron. Would you recall whether it was anyone who was 
on any of the advisory committees of the Department ? 

Mr. Anperson. No, Lamsorry. 

Mr. Navenron. Was it a Government official, or would you know? 

Mr. Anverson. I cannot imagine it being any Government official. 
I think I can even assure you that it was not—well, Members of Con- 
gress are Government officials also. 

Mr. Naveuton. Now, it is true, of course, that some of the cheese 
on which payments were made under Da-112 could not have been 
repackaged, because it was physically impossible to repackage it to 
meet the Commodity Credit Corporation specifications; isn’t that 
right? 

Mr. Anperson. Was there cheese that was bought that could not 
be repackaged ? 

Mr. Naveuton. Cheese under Da-112 on which you made pay- 
ments. 

Mr. Anperson. That could not have been repackaged ? 

Mr. Naventon. Yes. 

Mr. Anperson. Do you have some evidence of that ? 

Mr. Naveutron. Well, the small styles could not have been re- 
packaged, could they, to meet your original specifications? Long- 
horns and the 10- and 12-pound sizes ? 

Mr. Anperson. They could not have been packed in a Cheddar box. 
They could have been boxed, as I recall it our packaging specifications 
do carry boxes for small styles. 

Do you remember ? 
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Mr. Ommopr. No, but as far as the longhorns are concerned, they 
may be packed in Cheddar boxes. 

Mr. Anverson. They could have been. 

Mr. Naveuron. However, the original specifications were such that 
these small styles couldn't have qualified. 

Mr. Anperson. There is an amendment to a docket which, of course, 
answers this question. Some of you people were interested in it. 
The Board did take action in connection with that amendment to in- 
clude small sizes. 

Mr. Naueuton. Now, I think you told us at the last hearing that 
there was no inquiry made about the cost of repackaging before the 
packaging requirements were waived, but since that time you have 
submitted a statement for the record which indicates that the cost 
would be perhaps about a cent and a half per pound. Do you recall 
that? 

Mr. Anverson. I recall that we submitted some additional informa- 
tion. Thecent and a half sounds reasonable. 

Mr. Navueutron. Now, many of these small styles came from the 
Pacific coast, did they not, from Consolidated Dairy Products? 

Mr. Anpverson. One of the largest sellers of small styles was the 
co-op on the west coast. 

Mr. Naueuron. Because of price differential on the west coast the 
margin, instead of being 234 cents, was only 134 cents; is that correct ? 

Mr. Founvrain. I think he previously stated that in the other hear- 
ing. 

Mr. Navueuron. I don’t think we had any testimony on that in the 
other hearing. 

Mr. Anperson. It will show in our monthly pricelist. It will show 
up on our monthly pricelist, which I can get for you. 

Mr. Navueuron. If it cost a cent and a half to repackage and the 
margin between the 2 prices was only 134 cents, there wouldn’t have 
been many people that would have yepeckaged for that quarter cent 
difference, would there ? 

Mr. Anverson. I would say they did. 

Mr. Nauvcuron. They did repackage ? 

Mr. Anperson. They sold to us. 

Mr. Naucuron. Under Da-112? 

Mr. Anperson. Well, I wouldn’t know. 

Mr. Naveuton. Do you think it would have been worthwhile to re- 
package the cheese and sell it to the Government ? 

Mr. Anperson. Getting a quarter of a cent on 3 million pounds of 

cheese is not quite as good as establishing your own salary, but it is 
not too bad. 

Mr. Founrarn. Since they did not have to deliver it and paper- 
work is all they had to engage in, they might have done it for almost 
nothing, might they not ? 

Mr. Anverson. The cost of the physical movement has always been 
borne by CCC. As I recall it, somebody raised the question the other 
day, not in this committee, I think about 40 percent of small styles 
were sold to us by cooperative organizations. 

Mr. Naueuron. Under the regulations set up by Da-112 all cheese 
had to be offered and accepted by March 31, is that correct ? 

Mr. Anprerson. That is my recollection. I can read Da-112. You 
have read it. 
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Mr. Navecuton. Well, that is my interpretation of it. 

And, therefore, even under the terms of Da—112 it would not be 
legal for the Department to accept offers of cheese which were made 
subsequent to March 31? 

Mr. Fountain. Maybe Mr. Farrington or Mr. Cooper would prefer 
to answer that question. 

Mr. Coorrr. The particular announcement only provided for ac- 
ceptances, as I recall, up through March 31, yes. The price level had 
changed on April 1. 

Mr. Naventon. I would like to read to you from a letter we received 
from the Kraft Foods Co. and see if you can explain the circumstances. 

In answer to a question Kraft told us that “CCC accepted offers of 
cheese by Kraft Foods Co.,” this is referring to Da—112, “on the fol- 
lowing dates.” They gave a number of dates in March up to the 31st. 
Then they gave these additional dates: April 2, 1954; April 3, 1954; 
April 4, 1954; April 5, 1954; April 6, 1954; May 19, 1954; May 21, 
1954. 

Now, assuming 

Mr. Founratrn. All under Da-112? 

Mr. Navenron. Under Da-112. 

Assuming that the information submitted by Kraft is correct, and I 
am sure they had their lawyers look it over before sending it in, how 
could that happen ? 

Mr. Anperson. I haven’t the slightest idea. I shall have to inquire 
of Cincinnati how it happened. 

Mr. Founrarn. Do they give what the amounts were ? 

Mr. Navueuton. I don’t have the amounts on these particular trans- 
actions. 

Mr. Anperson. Do they give you the contract numbers or any 
other identification ? 

Mr. Naveuton. No, they do not give us the contract numbers. 

Mr. Anperson. You give us the dates and we will find out. 

Mr. Horrzman. Mr. Cooper and Mr. Farrington, as counsel you 
would not consider such offers acceptable under Da-112, would you? 

Mr. Cooper. No, sir. 

Mr. Anperson. We had one case in Minneapolis—well, you people 
are busy, there is no use of citing extraneous cases. It happened to 
get in at 4:31 after the close of business. We had quite a time with 
that. 

Mr. Reece. What was the introductory sentence on the thing ‘you 
read ? 

Mr. Naventon. On the Kraft letter ? 

Mr. Reece. Yes. 

Mr. Navueuton. “CCC accepted offers of cheese by the Kraft Foods 
Co. on the following dates.” 

Mr. Rerce. What would have been the status under Da—112 if the 
offer had been made in April? As you understand it, would you have 
any right to accept it after the March 31 date? 

What I was trying to clear up there is whether, if there were pend- 
ing offers that might have been consummated after the date had 
expired. 

Mr. Anperson. Well, the offers should have been in the office prior 
to the close of business on March 31, as I recall the announcement. 
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Mr. Reece. But if it was in the office prior to March 31, could there 
have been an acceptance of the offer after that date ¢ 

I was raising that question to see if that might be an explanation for 
the cases which he read. 

Mr. Anperson. It couldn’t be an explanation for the one in May. I 

‘an’t quite see how they would take that long. 

Mr. Farrtncton. I would assume that there wouldn’t be an accept 
ance after the cutoff date unless there was some particular reason why 
it would be advantageous to the Corporation to accept. 

I assume we could waive that cutoff date but we wouldn’t do it un 
less there was an advantage to the Corporation to do it. 

Mr. Reece. The majority of those, as I recall, however, were April 
2,3,4,5,6. That is on the days immediately following the cutoff date. 
and I was wondering if there was any significance in that. 

Mr. Founrarn. We will give you those dates, Mr. Anderson. You 
probably want to check with the Cincinnati office. 

Mr. Anperson. We certainly will. 

Mr. Honrzman. Is it your feeling, Mr. Cooper and Mr. Farrington, 
if these offers were made beyond the time, namely, the business day of 
March 31, that anything paid to Kraft under those circumstances 
should be recoverable? 

Mr. Cooper. If the offer was made to the Corporation ? 

Mr. Hotrzman. And accepted. 

Mr. Cooper. Well, I would really want to know all of the facts be- 
fore I would render an opinion on whether it is or isnot. There is some 
question in there that I would want to look at. It is not the normal 
course for handling. 

Mr. Hotrzman. How long does it generally take for Commodity 
Credit to accept an offer from the time it is made? 

Mr. Anperson. The announcement reads: 

Offers received each day, if in accordance with the terms of this announcement, 
will be subject to acceptance by the CCC by telegram filed at the respective CSS 
commodity offices not later than the second business day following the receipt 
of the offer. * * * 

Mr. Hotrzman. Has it been the practice of CCC to adhere to this 
second-day limitation after receipt of the offer? 

Mr. Anperson. Well, the announcements vary, depending on the 
circumstances. Some announcements say “as soon as possible.” 

Mr. Hotrzman. Would the 2-day limitation be the longest period of 
time in which you would have to accept an offer, that you know of ? 

Mr. Anperson. Oh, no; on other types of offers we have to take 
some times more time than that. 

Mr. Hottzman. But on the Da-112 it was a 2-day limitation, is that 
correct ¢ 

Mr. Anverson. Well, as I read it, and I join with George wanting to 
study this particular circumstance. 

Mr. Coorrr. We have sometimes acce pted late. It depends on the 
program. We sometimes accept after the date set for acceptance, but 
in those cases we rec ognize that we have not a valid acceptance until the 
other party concurs in it. 

Mr. Hotrzman. So I think it would be reasonable to say that the 
May 19 and May 21 should be looked at very carefully, no doubt about 
that, and if we were to stick to the provisions of the 2-day limitation 
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all these transactions certainly beginning with April 3, 1954, and 
ending with May 21, 1954, should be looked at very carefully. 

W ill you give this committee the benefit of what you find out about it 
so that we would know what is going on? 

Mr. ANDERSON. Yes, sir. 

Mr. Fountain. What is the language of Da-112 with respect to 
the last date for acceptance ? 

Mr. Anperson. I did not continue to read it. It goes on to say, “in 
no event later than March 31.” 

We got into another conversation. Mr. Richards, have you still 
got yours? 

Mr. Navewton (reading) : 

Offers received each day in accordance with the terms of this announcement will 
be subject to acceptance by the CCC by telegram filed at the respective CCC com- 
modity offices not later than the second business day following the receipt of the 
offer, but in no event later than March 381, 1954. 

Mr. Founratn. What is the total of those accepted from Kraft after 
March 31? 

Mr. Naveuton. Apparently, there are seven dates. 

Mr. Fountain. You don’t have any figures as to the amount ? 

Mr. Naucuton. No, there are seven dates after March 31 on which 
offers were accepted. There may have been more than one offer in 
each day. ‘The letter does not give the amounts. 

Mr. Reece. There is a question of interpretation there. It says 
“subject to acceptance.” 

Mr. Fountain. They did not have to accept them at all if they did 
not want to. 

Mr. Reece. As I understand it, the man or company who made the 
offer, it stands until the second day, not later than the second day. 

Mr. Fountarn. Not later than March 31. 

Mr. Reece. The acceptance on the part of the Department would be 
binding on the offerer. There would be a question that would arise 
in my mind whether, if the offerer was agreeable to acceptance at a 
later date, whether it might be possible under that. I am not saying 
whether it would or would not be. 

Mr. Anperson. I hope we reserve judgment on our Cincinnati office 
until we have their side of it, as well as Kraft’s. 

Mr. Founrarn. I would like to ask . , question, now. What was the 
purpose of setting the date of March 3 

Mr. Anperson. It was the date of the termination of our authority 
under this particular docket, the date for receiving offers. 

Mr. Hotrzman. Mr, Chairman, I ask you, Mr. Anderson, and your 
¢ olleagues, to check very carefully into Kraft, because, as we all recall 
the test imony, it revealed that Kraft was the “radio announcer” in this 
deal, went around notifying all the people in the business of Da—112. 
We have a slew of letters here in which somebody from Kraft writes: 

Dear Mac and Dear John, and so-and-so, there is a wonderful deal around and 
if you get in on it, you will be able to make a few dollars. 


And, I am not being critical of it in that sense, but when you add 
that to the fact that we did business with them after the time limited 
by Da-112, then I think we should be particularly careful to find out 
what part Kraft has played in this situation, and I ask you to be most 
circumspect in finding out and reporting back to the committee. 
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Mr. ANpERSON. We will be especially diligent with this company. 

(The Department of Agriculture later advised the subcommittee 
that a review of all contracts between the CCC and Kraft Foods Co. 
under Da-112 indicates that all offers but one were accepted on o1 
before March 31, 1954. The Department stated it — been told by 
Kraft Foods Co. that its assistant comptroller used the dates Kraft 
invoiced CCC for the cheese as the d: oe CCC accepted the offers of 
cheese by Kraft. The Department stated that one offer of cheese 
by Kraft Foods Co. had been accepted by the Cincinnati commodity 
office on April Zs 1954.) 

Mr. Navueuron. In that connection, the letters Mr. Holtzman re 
ferred to were signed by Mr. Sigmund, who is the vice president ol 
Kraft and is also a member of the A dvisory Committee. 

Now, I believe you mentioned, or Mr. Berger mentioned in his test! 
money, that Da—112 was discussed with ‘ha Kaelaees Committee be 
fore going to the Board of Director 

Do you know if Mr. Sigmund was present at that time ? 

Mr. Anperson. Mr. Sigmund has been on advisory committees for 
many, many years, sort of a Truman holdover from way back in OPA 
days. Mr. Sigmund did not happen to be on this particular CCC 
Advisory Committee. 

Mr. Rrcnarps. I think that is the committee Mr. Berger referred to. 
the CCC Advisory Committee. 

Mr. ANprerson. Mr. Sigmund is not on that committee. 

Mr. Naventon. He was on the Dairy Industry Task Committee. 
however. 

Mr. Rictarps. Yes: but that committee has not had meetings for 
years. 

Mr. Navauron. They did have a meeting in November of 1953, did 
they not ¢ 

Mr. Riciarps. _ I think they did. 

Mr. Naveuron. November 17 and 18. 

Do you recall at that time a plan called plan was proposed, signed 
by Mr. Sigmund and other persons, whic h i is very similar to Da-112? 

Mr. Ricrrarps. , don’t recall anything similar, Mr. Naughton, pi 
sented at that meeting. Several plans were talked about, but noth 
ing hike this DA 1. that I can reeall. 

Mr. N \uGHTON. P erhaps we should read that into the record, Mr. 
Chairman. 

Mr. Founrarn. Yes. 

Mr. Naventon. This is from the minutes of the Dairy Industry 
Task Committee meeting in Washington on November 17 and 1s. 
i953. One of the plans that was considered at that time was e ntit lec. 

“Plan B: A Program To Stimulate the Consumption of Butter. 


e 


At the request of the Dairy Industry Task Committee, the following recom 
mendation is submitted by the members of the subcommittee appointed to study 
one plan for stimulating the consumption of butter by reducing retail prices to 
consumers. 

Price: The CCC is to pay 10 cents per pound on all butter in commercial 
storage on the effective date of the program which shall be as soon as the details 
of the program can be worked out by the department, and it is our further 


recommendation that this program be instituted on the first day of a calendar 
month. 
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In accordance with this program the CCC would pay 10 cents per pound on all 
butter— 
(a) In private hands, 
(0) In commercial storage, 
(c) In transit. 
except that those stocks owned by the CCC shall not be eligible for payment. 

Mechanics: The CCC would offer to buy all butter in storage at 63.75 per 
pound. As a condition of sale, the seller must agree to buy back simultaneously 
the butter they sold at 68.75 less 10 cents per pound. 

Beginning with the effective date of the program and continuing through March 
31, 1954, it is proposed that all creameries and their authorized receivers 
be permitted to sell all butter of grades A and B produced each month to the CCC 
at presently announced support prices. 

Any butter held by CCC would be available for purchase by any person at the 
support level for the grade of butter less 10 cents per pound. Provided further 
however that ungraded butter as produced may be offered to the CCC by cream- 
eries or their authorized receivers at the announced support price for grade B 
butter conditioned on the sellers offer to simultaneously repurchase such butter at 
the grade B price less 10 cents per pound. 

As a condition of sale of either grade A, grade B, or ungraded butter, all sellers 
agree to furnish such evidence and certifications as the Government may re- 
quire to establish the validity of the sale. 

It is further proposed that the price per pound, 10 cents, to be paid by the 
CCC shall be reviewed each month by the Secretary of Agriculture to determine 
whether or not the supplies of butter then held by the CCC are clearing satis- 
factorily. In the event that such is not the case, he shall adjust the price to 
be paid by CCC, up or down, at his discretion. In the event that in the Sec- 
retary’s discretion the price of butter should be further reduced more than that 
specified in this recommendation, the provision with respect to inventory protec- 
tion shall again be made effective on such further reduction as authorized by the 
Secretary. 

I think that phrase “inventory protection” is quite important in 
there. 

Mr. Anperson. Would you mind reading the first two sentences 
again ? 

Mr. Fountartn. Who signed that ? 

Mr. Naventon. This is entitled, “Plan B: A Program To Stimulate 
the Consumption of Butter.” 

It is signed by J. F. Woglom, who, I believe, is associated with the 
Fairmont Creamery Corp. 

Mr. Anperson. He was. He has become a duck farmer, I think, 
since this time. / 

Mr. Navucuton. And Frank Stone, who is associated with Land 
O’Lakes; Arthur Sigmund, who is associated with and vice president 
of Kraft; Harold Bodtke, who is associated, I believe, with the Amer- 
ican Stores Co.; and L. P. MeCoun. I believe Mr. MeCoun is an ofli- 
cial of the Sugar Creek Creamery, which is a subsidiary of National 
Dairy Products, which in turn owns Kraft, if my information is cor- 
rect. 

Mr. Anperson. Would you mind reading the first two sentences ? 

Mr. NavueutTon (reading) : 


At the request of the Dairy Industry Task Committee, the following recom- 
mendation is submitted by the members of the subcommittee appointed to study 
one plan for stimulating the consumption of butter by reducing retail prices to 
consumers. 

Mr. Anperson. There is the difference between this plan and the 
other plan. That was a plan that would have resulted in lower retail 
prices. This isa plan that maintains retail prices. That is the Bran- 
nan plan, and this Da—112 is altogether different. 
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They said, “Buy : all butter.” ‘That is, as Mr. Cooper has explained 
time and time again, a sharp distinction between these. Under such 
a plan, CCC would never take a pound of butter in storage during 
the entire year. This is diametrically opposed to the support method 
provided for by law which was followed in Da-100 and Da-112, 
In my opinion. 

Mr. Naucuton. However, the mechanics are somewhat similar, are 
they not ? 

Mr. Coorrer. The mechanics are somewhat similar, but- 

Mr. Fountarn. They are almost identical. 

Mr. Anperson. Oh, no. What these gentleman were interested in 
was moving butter through retail stores. 

Mr. Founrarn. Of course, that helps the farmer to move butter. 

Mr. Anperson. I am not arguing the merits of this plan, I simply 
am expressing my opinion, Mr. Fountain, that it is distinctly different 
from Da-100 and Da-112. 

Mr. Cooper. You see, he recites the price. I believe it was 63 cents 

. pound, That would be the support price. Then, allowing it to be 
mh into the market and allowing the market price to drop, such 
dropping would be at least 10 cents below support level. 

That was a plan which—that was the great distinction between 
this small operation of Da-112, which allowed only cheese to go 
back on the market at 2 cents above our market support price. 

Mr. Naueuton. Now, the introductory paragraph, of course, recites 
that the members of the subcommittee were appointed to study a 
ps in for stimulating consumption of butter by reducing retail prices. 
However, when you get down to the last paragraph it appears to me 
that perhaps they may have been more interested in inventory 
protection. 

They refer down there to the provision with respect to inventory 
protection. 

Mr. Farrington and Mr. Cooper, is any consideration given in the 
operation of the Department with these vast stocks of surplus com- 
modities that the CCC has to sell and to buy, to the possibility, not 


necessarily in the legal sense, but she wctical sense, that there ray be 
some conflict of interest in the case of advisory committee members 
participating In or advising on decisions and later parti Cipating mM 


transactions Inaugurated with respect to them? 

Mr. Farrrnetron. Of course, that is a problem that is considered all 
the time, Mr. Naughton. It is a problem that is potentially present 
in all advisory committees. And, as you say, it is a policy question. 

All I can say is that the Department is aware of it and does the 
best it can to minimize any improper or any undue effect coming 
from it. 

Now, that is always looked at and considered carefully, but that is 
a governmentwide problem and it is always with us and always will 
be and always has been. 

Mr. Navenron. You have expanded the number of advisory com- 
mittees in the last few years. That is carrect, is it not? 

Mr. Farrtncron. Well, I don’t have the figures on advisory com- 
mittees. I assume we tae do have some more than were used 
_ ‘al years ago. I think it varies with respect to the problems. 

I don’t really feel Iam competent to discuss this question. 
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Mr. Coorer. You would have to ask expansion over what time? It 
is my recollection that during the war years industry advisory com- 
mittees were used very extensively. 

Mr. Navenron. I am thinking of the last 3 or 4 years. 

Mr. Coorrr. At the close of the war they dropped down a bit and 
then they began being picked up in number and use again. 

Mr. Farrineron. I am sure you are aware of the fact that the num- 
ber of advisory committees in Agriculture is much less than many of 
the other Government departments. 

Mr. Anperson. Of course, some of them are required by law. 

Mr. Farrtcron. Some of them are required specifically by stat- 
ute, particularly the research committees. 

Mr. Anprerson. I wonder if there would be any objection to giv- 
ing me the date of that ie ft letter and who signed it. It might help 
me to trace this down. I don’t know if it would be wise or not. If 
there is no objection, I would like to have it. 

Mr. Fountatn. Does any member of the committee have any ob- 
jection to giving the name of the man who signed it ? 

Mr. Horrzman. No. 

Mr. Naventon. Not at all. 

Mr. Founratn. As a matter of fact, we have some other letters in 
response to inquiries we sent out giving the same information, where 
there were some other acceptances after March 31. Weren’t there some 
other letters giving information indicating that there were other ac- 
ceptances after March 31 ? 

Mr. Naveuton. Yes, there were a number of letters, and the pat- 
tern that was apparent in them is, as I recall, they all came from cus- 
tomers of Kraft. The implication in these letters was, if these let- 
ters are accurate, that not only was Kraft able to get their offers ac- 
cepted after the deadline, but Kraft’s customers were also able to ac- 
complish this. 

We have a letter dated June 24, 1955, from Dilbert Bros., Inc. Now 
this did not involve a late acceptance. But the repurchase had 
to be consummated during the month of April. That is correct; is 
it not? 

Mr. Cooprr. Yes. 

Mr. Navenron. In the Dilbert Bros. case they say that the cheese 
was accepted by CCC on March 31, 1954, and was repurcased on May 
17, 1954, which was 17 days after the : applicable deadline. This cheese 
was stored at the Kraft Foods Co., Lowville, N. Y., and was pur 
chased from Kraft Foods Co. 

Mr. Anperson. Repurchased May 17? 

Mr. NavGnrTon. Repurchased, yes. 

Mr. Horrzman. Mr. Chairman, may I suggest, in order to save 
a little time here, that Mr. Naughton advise “Mr. Anderson by mail 
of these various dates so that we can have a copy of it for our record 
also. 

Mr. Naventon. Perhaps if we put all these letters in the record. 

Mr. Fountarn. We will put all these letters in the record. We 
don’t have copies. That is the only reason we have not already sent 
them to you. 

Mr. Naveuron. I will go through these more rapidly.and just give 
the names. 
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Mr. Anperson. If Mr. Naughton, or one of your staff members will 
send them down, we will duplicate them on our machine and he can 
bring the originals back. If you send some of your staff members 

Mr. Naueuton. I am sure we can arrange to see that you get all 
of this. 

Mr. Anperson. If you will send a staff member down, we will try 
(o have them duplicated and he can carry them back. 

Mr. Naveuron. Hillman, Inc., stated, “Our billi ng of cheese to CCC 
was dated May 20, 1954, and we would assume the repurchase date 
to be the same.” 

The Stop & Shop, Inc.. in Boston, “The cheese was sold to CCC ¢ 
March 29, repurchased from CCC on May 1.” 

Mr. Fountatn. What was the date for repurchase / 

Mr. Nauauron. April 30, 

Mr. Anperson. There is some advantage in establishing this, we 
have established that the purchase and the sale were separate and 
distinct transactions, that there was a purchase and sale. 

Mr. Horrzman. It couldn’t be under Da—112, could 

Mr. Fountarn. It is all done under Da-112. They still had posses 
sion and control and they could have sold it to some bor ly else. All it 
would do would be to inv: alidate the contract. 

Mr. Navenron. Stouffer Corp. states that date of purchase was 
June 4, 1954, date of resale was June 4, 1954. Of course, there is a 
possil bility that these people are mistaken as to the actual dates, but 
on the surface, if they are right, it would appear that these trans 
actions were not even authorized under the terms of Da-112. 

The last one I have here is Loblaw, Inc., Buffalo, Syracuse, and 
Youngstown. ‘They give the date of sale and repurchase as May 
17, 1954. 

All of these that I have read involve cheese purchased from the 
Kraft Foods Co. 

(Mr. Anderson later advised as follows :) 

For each of the transactions with these firms the date the offer was receiver 
by CCC and the date the offer was accepted by CCC were the same. These dates 
are as follows: 
Dilbert Bros__- 
Hillman’s, Ine___ 
ot Ine- 


Mar. 31, 1954 

Mar. 26, 1954 

ee SOOO mS Do. 

Mar. 30, 1954 

Mar. 26, 1954 
Do. 


Stouffer io... 


Mr. Founrarn. What was the total amount Kraft received unde 
Da—112? 

Mr. Naueuron. $726,000. 

Mr. Founratn. Of course, that was Kraft individually, not its 
customers ¢ 

Mr. Naveuton. One of the things that concerns us, and perhaps it 
may not have occurred, is whether there might have been a possibility 
that some cheese could have been offered both by the processor and 
one of his customers down the line. One might be the owner and one 
might be the consignee. 

Now, we went over, in the previous hearing, statistics of the Depart 
ment of Agriculture, which indicated, on the face of them at least, 

75575—56——24 











364 PURCHASE RESALE TRANSACTIONS OF CCC 


that there was a considerable quantity of cheese put under Da-112 
which did not exist. 

As I say, those statistics may not have been accurate, and we have 
been furnished further information, but as I recall it, "it still leaves 
about 35 million pounds unace ounted for in any st atistics available to 
the Department. 

And there is, of course, a question as to whether part of this might 
represent cheese that might have been declared by both the owner 
and the consignee. 

Has the C ompliance and Investigation Service of the Commodity 
Credit Corporation made any investigation of these transactions? 

Mr. Fountain. Which transactions ? 

Mr. Naueuton. The Da-112 transactions, any of them, in general, 
since our hearings. Do you know, Mr. Anderson ? 

Mr. Anperson. I can’t recall any, Mr. Naughton. 

Mr. Navuecuron. Another thing which I think should be called to 
your attention is in connection with the Giant Food Stores. We read 
a letter from them into the record at the previous hearing and we 
since have talked with them regarding the amounts of cheese on 
which the Giant people received payment. Now, they originally 
offered 425,000 pounds of cheese and I think received payment on 
412,000. This was bought from the Kraft Foods Co., and we asked 
the Giant people to supply us with copies of the contract covering 
that cheese. 

Now, they were able to locate only one contract over this period 
with the Kraft people which covered only 200,000 pounds of cheese. 
[ may say that they are making a further search to see if they can 
locate further information. 

However, another interesting thing is that the cheese which Giant 
on paper sold the Department for 37 cents and repurchased for 3514, 
was bought by them from the Kraft Foods Co. at 48 cents a pound. 

And there, Mr. Chairman, it might be advisable to give just a short 
summary of information received “from other companies. 

Mr. Founrarn. That is what I was going to ask you to do, a short 
summary of the information we rec eived as a result of our question- 
naires. 

Mr. Naventon. We asked each company whether they would have 
offered. cheese on which they received payment under Da-112 to the 
Commodity Credit Corporation if they had to repackage it and de- 
liver it and could not have repurchased it. We sent letters to about 
100 companies. Forty-two of the companies advised us that they 
would not have sold any of the cheese to Commodity Credit Corpora- 
tion if they had known they could not repurchase it. 

Mr. Fountain. Do you know how much cheese was involved there ? 

Mr. Navanron. I don’t have the exact figures on that. 

Twenty-five companies said they did not know whether they would 
have sold the cheese. 

Fifteen companies indicated that they would have sold cheese in 
varying amounts. However, some of them may have been under a 
misunderst: anding as to the previous regulations because it was 
obvious from other information that this cheese was sizes which were 
not previously accepted or was not packaged in suitable packages. 

We did not receive any answers from 18 companies, and 4 answers 
were unclear as to just what they would have done. 
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Those are preliminary statistics and I hope we will have a better 
analysis later. 

Mr. Founrarn. Did any of them tell you what the value of the 
cheese was which they sold to CCC under Da-112? 

Mr. Naveuron. Some of them did. One concern—I think we put 
it in the record previously—in the State of Washington or Oregon 
indicated that they sold some cheese for 69 cents a pound and some 
for 73. 

The indications are that most of this cheese was produced in 1953, 
and simply was cheese which had been in inventory for other uses. 
When the firms involved saw an opportunity to get inventory protec- 
tion, as some of them call it, or a payment on it, they just declared all 
the cheese they had. 

Mr. Honrzman. It might be helpful to you, Mr. Anderson; if you 
read these letters, you would find a great and deep concern on the 
part of Kraft to make sure that everybody got in on time. 

You will find they were very helpful to their customers. They 
filled out the forms for them, told them where to sign it, and how to 
mail it, and everything else. 

So, when you read these, I think the -y will be a revelation to you. 

Mr. NavGuton. Mr. Cooper, are you aware whether the Kraft 
Foods Co. has a practice of contracting with its customers to purchase 
a year’s supply of cheese in advance, with a provision that in the 
event the price of cheese goes down, the customer will receive an 
adjustment from Kraft? 

Mr. Coorrer. I am not aware of any of Kraft’s practices. I do 
know that that type of a provision is quite common in other industries 
than cheese. I have run into that. I think it is fairly common in 
the canned-foods industry to make sales and guarantee against price 
declines. 

It is a daily occurrence, I am told, in the sugar industry to sell sugar 
and guarantee against price declines. 

Mr. Navcuron. Mr. Anderson, would you know whether Kraft 
has a practice of that kind? 

Mr. Anprerson. No, sir; I don’t know anything about Kraft’s in- 
ternal operations. 

Mr. Hotrzman. Do you know whether it is customary in the indus- 
try, in the cheese business ? 

Mr. Anperson. The only place I have known of it is in the evapo- 
rated-milk industry. That is a matter of public knowledge. I have 
never heard it with respect to other dairy products. 

Mr. Reece. My information jus stifies the observation that Mr. 
Cooper made, and my observation runs to the purchaser back in the 
small areas, that such a practice is common in a large variety of food 
products. 

Mr. Naventron. We have some further evidence taken from reports 
of the Agricultural Marketing Service, Mr. Anderson, that give an 
indication that during the month of March 1954, that practically all 
cheese sales were to the Government, that there were few, if any, com- 
mercial sales on the primary market. 

Would that be in accord with your understanding of the situation ? 

Mr. Anperson. I would have to look it up. 

So far as I know, retail stores maintained an adequate supply of 
cheese. 
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Mr. Navenron. I am speaking of the primary market, the sales at 
Wisconsin primary points of freshly produced cheese. 

Mr. Anprerson. I would have the same source of information you 
have, the Agricultural Marketing Service. 

A year or so ago, I did look into that, but I have forgotten. I would 
have to go back and look it up. 

As far as I know, cheese was still moving through retail channels. 

Mr. Navenron. In retail channels, but I am speaking of primary 
markets, where the Government would get most of its cheese. In 
other words, you don’t buy much cheese for the Commodity Credit 
Corporation on the Philadelphia market, do you? 

Mr. Anperson. I can supply you with purchases over the years, by 
States, the States in which we buy. That is about the finest break- 
down we have. 

Of course, Wisconsin produces, as I recall, between 40 and 45 percent 
of the Cheddar cheese produced in the United States. 

Mr. Naveuton. TI have here the reports from the Federal-State 
Market News Service in Madison, Wis., and the reports, beginning 
with March 9, say almost uniformly in giving the prices on Wisconsin 
primary markets: 

Too few commercial sales to report. 

On the 10th: 


Too few commercial sales to report. 


Mr. Fountain. The 10th of what? 

Mr. Naventron. The 10th of March 1954. 

On the 11th again : 

Too few commercial sales to report. 

On the 12th, for the week ending March 12: 

There was practically no commercial trading in Cheddars. 

On the 15th: 

Commercial carlot trading practically at a standstill. 

On the 16th: 

Sales to CCC, too few commercial sales to report. 

On the 17th: 

Too few commercial sales to report. 

And that is the picture pretty well and through the month. 

Mr. Ricnarps. Mr. Chairman, that is what I would expect. I don’t 
really know what happened, but that is what I would expect with 
the price-support levels going down. I would expect the companies, 
the commercial firms, could wait until after the Ist of April. 

Mr. Founrarn. I believe Mr. Anderson testified in the previous 
hearing that he would expect—he would have no way of knowing— 
that all who could, would try to get in under this program. Isn’t 
that right, Mr. Anderson, under Da—112? 

Mr. Anperson. All that could, would have gotten in under Da-100. 
T have no doubt but what businessmen tried to make money and avoid 
loss. I think there is no question about that. 

Mr. Horrzman. I think there is no question about Da—112 being 
more attractive than Da-100 to the businessmen. 
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Mr. Reece. The purpose of Da-112 was to raise the price of cheese 
and butter, was it not, for the grocers / 

Mr. Farrineton. To hold the market up for the month of March 
1954, until the new support levels took effect in April, on account 
of the change in these levels. 

Mr. Navucuron. Now, there have been some allegations or reports or 
rumors in the dairy press concerning certain individuals hav ing in- 
fluence with regard to decisions of the Commodity Credit Corporation 
on dairy matters, and I thought it might be a good thing to read them 
into the record and allow you to comment on them, and furnish any 
answer to them you would like to. 

This is an excerpt from the Dairy Record of April 7, 1954, from 
a column entitled “Behind the News.” It states: 

The Dairy Branch of CSS wouldn’t go along with the program of letting cream- 
eries making unsalted butter sell it at the old price support level on condition 
they would buy it back at the new price level after April 1. The statement was 
that they had to take their losses just as well as the manufacturers of small 
cheese sizes had to take theirs, but the Government, in the end, did buy the small 
cheeses under the program. Why not unsalted butter? Maybe those who took 
a loss on unsalted butter would like to have their Congressmen ask a few ques- 
tions. There are reports that one individual exerted considerable influence in 
reaching this decision. 

Do you have any comment on that ? 

Mr. Reece. By ‘whom is that column ? 

Mr. Navucuron. I don’t know who the author of it is; it is not a 
signed column. It is the Dairy Record, which is published in Minne- 
apolis, I believe, or St. Paul. 

Mr. Anverson. It is published in St. Paul by Mr. W. A. Gordon. 
He says the author of the column is a secret, and what he is talking 
about 1s a secret, too, so far as I am concerned. 

Mr. Hourzman. If you would just as well not comment on the secret, 
[ don’t blame you a single bit. 

Mr. Founratn. Do you have any idea of the individual he is re- 
ferring to? 

Mr. Anperson. No. 

Mr. Reece. That is not untypical of the gossip, so-called gossip 
columns around Washington: “News behind the news.” Somebody 
is writing something to say on. 

Mr. Fountatn. Sometimes true, sometimes untrue. 

Mr. Reece. Yes. 

The fact that it was written doesn’t carry as much significance as 
to whether it may or may not be true, as I see it, that or any other 
column of similar ty es 

Mr. Naventon. I don’t want to be in the position of endorsing this 
report. As a matter of fact, this column has had some very uncom- 
plimentary things to say about our work. 

Mr. Anprerson. What does he say? One man has considerable in- 
fluence ? 

Mr. Naucuton. “One individual exerted considerable influence in 
reaching that decision.” 

Mr. AnNpErsON. What decision ? 

Mr. Naveuton. That was on putting small cheeses under the pro- 
gram. 

Mr. Anperson. Well, the people that had considerable influence in 
putting small styles in were the cooperatives. 
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Mr. Founratn. Maybe he is attempting to jump on the co-ops. 

Mr. Farrrnaron. I don’t know, Mr. Chairman, what we could do 
about a statement like that. 

Mr. Fountain. We just read you that to see if you knew who the 
individual was. 

Mr. Hoxirzman. And if your answer is no and you prefer the ques- 
tion be withdrawn, I would be delighted to suggest to counsel that he 
withdraw it rather than comment on what some columnist said. 

Mr. Rerce. I don’t see the advantage of having that in the record, 
really. Itis just a gossip column. 

Mr. Founrarn. Well, then, it won't have much affect on the mem- 
bers of the committee. 

Mr. Reece. But the point is, when something gets into the record 
it becomes semiofficial. It has been, to a certain degree, accepted and 
credence has been given to it. 

Mr. Founratn. I don’t think so. 

Mr. Reece. When the counsel of a committee takes an article and, 
after reading it, in the light of all the information he has, reads it 
into the record of a hearing, it gives a certain amount of credence. 
Not that counsel vouches for it, but just by its relationship I think 
it is given some credence. 

Mr. Honrzman. We find ourselves in agreement for the first time 
today, Mr. Reece. 

Mr. Founratn. Are there any other questions ? 

Mr. Naventon. No; there may be some additional material to be 
put into the record later on. 

Mr. Anperson. Any time Mr. Naughton wants to come down or asks 
me to come up, we will prepare material. 

Mr. Reece. May Task a general question ? 

Do you have in mind, any of you, the amount of money that has 
been handled by the ¢ ‘ommodity Credit Corporation and its successors 
and predecessors in the price-support program ? 

Mr. Farrtneton. We can supply that figure, Congressman. It has 
been revised from time to time and it is available. 

Mr. Reece. If it is available T think it would be of some interest 
to have. I know it is very substantial. And, the operation runs 
through different administrations, so this is an observation that is 
nonpartisan, and I am saying it with great sincerity. 

I think the fact that you “have such a large amount of money that 
has been expended, which has been handled 1 irgely by a single group 
of individuals whose tenure has run, generally, through this whole 
period, and with all the criticism that thas been made about the pro- 
gram, without the integrity in any case, so far as I know, ever having 
been challenged, I think it is rather unusual. 

And I think these men, although the legality of certain orders 
might be challenged, that there is nothing to indicate that these men 
who have carried the burden of the Commodity Credit Corporation 
over the years, have not shown a great fidelity to the task involved, 
and at no time has suspicion of wrongdoing been attached to any of 
them. 

Mr. Horrzman. Mr. Chairman, before we close this, can we have 
for the record, just to round it out, who is being sued in this effort 
to recover back the money, so that the record can be complete ? 

Mr. Founvratn. I think we probably can put that in there. 
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Mr. Navenron. The information that we have so far is that law- 

suits have been filed against three concerns to date. They were filed 
in Baltimore, I think around the 8th of May. Those are the National 
Biscuit Co., Swift & Co., and the A. & P. 

Mr. Reece. What about the cheese company ? 

Mr. Navueuron. The Justice Departmen nt has sent a demand to all 
of the other companies involved, giving them 30 days to repay the 
money. I don’t imagine any additional suits will be filed until the 
expiration of that time. 

Mr. Hortrzman. Has such a memo gone out to Kraft also: do you 
know ¢ 

Mr. NauGuron. I assume they received a demand from the Justice 
Department to repay the money that they received. I don’t know 
for sure. 

Mr. Fountain. But your information is that demand has been 
made — all of these people under Da—112 ? 

Mr. Naveuton. So far as I know all the companies have been asked 
to rep: Ly the money. 

Mr. Houtrzman. Mr. Chairman, may I say that, at the conclusion 
of these hearings, I want to repeat, as I said before, that at no time 
did I personally and I have a feeling that I bespeak the feelings of 
vou, Mr. Chairman, and all of the — rs of this committee—intend 
to impugn the personal integrity or honesty of any of the men of 
the Department who appeared Se: and if at one time or another 
the hearings got a little warm, it was in my zeal to get at the facts 
only, with a view to finding out whether we can do this thing better, 
more economically, and whether we can be a little more careful about 
the type of operation we have. 

I want to make it crystal clear for the record that I personally have 
a great deal of regard with respect to their integrity of all the men 
who have appe: ired here. 

Mr. Founrarn. Well, I think we can all agree on that. There may 
be differences of opinion as to whether or not they acted with au 
thority or exercised the best discretion in many of the things which 
they did and are still doing. 

Are there any other questions ? 

(No response. ) 

Mr. Founratn. If not, the meeting stands adjourned. 

(Thereupon, at 5 p. m., May 23, 1956, the subcommittee adjourned.) 
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Exuieir A—Letrrers ReQuestinGa INFroRMATION Sent TO CoMPANTES 
OFFERING CHEESE UNDER ANNOUNCEMENT Da-112, June 1955 


During June 1955, letters requesting information were sent to a 
large number of companies offering cheese under announcement Da 
112. An additional letter requesting supplemental information was 
sent to many of the companies during August. The two letters fol- 


lowed substantially the following form: 
JUNE —, 1955 

GENTLEMEN: The Intergovernmental Relations Subcommittee is studying 
cheese transactions of the Commodity Credit Corporation during March and April 
of 1954. The subcommittee is particularly interested in determining whether the 
price-support program, as administered by the Department of Agriculture, was 
effective in maintaining prices during this period. 

Information obtained by the subcommittee indicates that, under regulations 
established by Agriculture Department announcement Da-112, _____.___-- sold to 
and repurchased from CCC ____ pounds of cheese during this period. In order 
to complete its study, it is necessary that the subcommittee obtain further details 
of the above transaction. Chairman Fountain has asked me to write to you to 
request your cooperation in furnishing additional information needed by the 
subcommittee. 

Would you please furnish to the subcommittee the following information : 

1. Whether the listed amount of cheese sold to and repurchased from 
CCC by __------ is correct. (If incorrect, please give correct figure.) 

2. The date on which the cheese was sold to CCC; the date on which it was 
repurchased ; the date on which payment was received from CCC and the 
amount of such payment. (If more than one lot of cheese is involved, please 
give above information for each lot.) 

3. Location or locations at which cheese was stored at time of sale and 
repurchase. 

4. Firm or firms from which cheese was purchased by -------- and amount 
purchased from each. 

5. Approximate date cheese was produced. 

6. Disposition made of cheese after repurchase from CCC and approximate 
date on which cheese was moved from location at time of repurchase. 

Ca MOU sibs sneniseiaicn purchase manufacturing milk during January, February, 
or March 1954? 

8. When did you receive announcement Da-112 or information as to its 
contents? From whom? 

9. Any comments you may desire to make on the purchase-resale program 
and its operation. 

It is our hope that your cooperation in furnishing the above details will enable 
the subcommittee to obtain the information it needs without necessity of calling 
witnesses from —__----__. Since it will be necessary to make a decision on call- 
ing witnesses in the near future, it would be appreciated if this information could 
be furnished as soon as possible. In the event that all the requested information 
is not immediately available, it would be appreciated if you would give such 
information as is available with an estimate of the time when the remainder 
can be furnished. 
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I can assure you that your cooperation in this matter will be most helpful to 
the subcommittee and will be very much appreciated. Please do not hesitate 
to contact me if you have any questions. 

Sincerely, 
JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee. 


AuGusT —, 1955. 
GENTLEMEN: Thank you for your letter of isa: OUT coopers ation in fur- 
nishing information has been helpful to the subcommittee and is very much 
appreciated. 
in order to help the subcommittee complete its investigation, it would be appre- 
ciated if you would provide the following additional information : 


1. Did ever sell cheese to the Commodity Credit Corporation 
before March 1954? 
2. How much of the ; pounds of cheese on which —__ ~~~ . received 


payment under Da--112 would have been sold to CCC even if it had.to be 
repackaged to CCC specifications, delivered to CCC warehouses, and could 
not have been repurchased? (1f answer to question 2 is “None,” question 3 
need not be answered. ) 

3. Of the cheese which would have been sold to CCC under the circum- 
stances described in question 2: 

(a) How much met size and packaging specifications of announcement 
Da—100*% 

(b) How much was worth 37 cents per pound or more in April 1954? 

(c) If any of this cheese was worth less than 37 cents per pound in April 
1954, please give the price for which such cheese was sold by ~------- after 
conclusion of the Da—112 transaction. If the sale was to a subsidiary or 
affiliate, please give the approximate price for which such cheese was resold 
to third parties. 

I want to assure you that your cooperation will be appreciated by the sub- 
committee. Please do not hesitate to contact me if you have any questions. 

Sincerely, 

JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee. 


Replies to these letters follow: 


Exuiprr B—Reprires To Lerrers From INTERGOVERN MENTAL RELATIONS 
SUBCOMMITTEE REQUESTING INFORMATION FRom ComMpaANIES OFFER- 
ING CHEESE UNDER ANNOUNCEMENT DA-112, JuNE AND Aucust 1955 


AMERICAN STORES Co., 
Philadelphia, Pa., June 22, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
Congress of the United States, 
House Office Building, Washington, D. C. 

DEAR Mr. NAUGHTON: I have your letter of June 18, 1955, addressed to Ameri- 
can Stores, Inec., relative to the sale and repurchase of certain cheese during 
March and April of 1954. In order to keep the corporate name correct, this is 
to inform you that the full corporate name of the company is American Stores Co. 
1 am furnishing you this information because we have subsidiaries by similar 
names. The company involved is a Delaware corporation. 

In reply to your request for certain information we are herewith furnishing 
you, to the best of our knowledge, full and complete answers to all of the questions 
you have submitted. The following numbered paragraphs correspond to the 
paragraphs set forth in your letter. 

1. Figure 116,454 pounds of cheese is correct. 

2. Lots of 49,497 pounds and 30,336 pounds were separately offered on or about 
March 24, 1954 ; 36,621 pounds were offered on March 19, 1954. The first two lots 
were repurchased shortly after the offering date. The third lot was repur- 
chased March 22, 1954. According to our records we received payment from CCC 
July 22, 1954, in the sum of $632.93, and September 14, 1954, in the amount of 
$2,195.41. 
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3. The first two lots were offered in Green Bay, Wis., and the other lot is 
offered in Philadelphia, Pa. 


4. 
5. The cheese was pr¢ 
6. 


duced in August 19; 


-» 


ae 
After the cheese was repurchased from CCC it was used in the regular r 


Three lots were purchased from Pauly Cheese Co., Green Bay, Wis. 


p ‘eTall 
food stores of the American Stores Co., and obviously it is impossible to dete 


mine when the various 
7. The American Sto 
January, February, and 


s. American Stores Co. received announcement DA 


packages were sold. 
res Co. did not 
March of 1954. 


purchase manufacturing 


milk duril 


112 on or about March 16, 

1954, from the Department of Agriculture, Washington, D. C 

9. We do not believe we are familiar enough with all of the ramifications 
the purchase and resale program and its operation to make any comments with 
reference to it. 

I trust the foregoing furnishes you with all of the information requested 

Sincerely, 
HAROLD BoprKt 
Directo Sutter, Hgg, and Cheese Departments 
AMERICAN STORES Co., 
Philadelphia, Pa., August 29, 19 
Mr. JAMES R. NAUGHTON, 

Counsel, Intergovernmental Relations Subcommittee, Congress ¢ 

United States, House Office Building, Washington, D. C. 

DEAR Mr. NAUGHTON: Referring to your letter of August 25, the following is 
the additional information you requested : 

1. Did American Stores Co. ever sell cheese to the Commodity Credit Corpo- 
ration before March 1954. 

The answer is “No.” 

2. How much of the 116,454 pounds of cheese on which American Stores re 
ceived payment under DA-112 would have been sold to CCC even if it had to be 
repackaged to CCC specifications, delivered to CCC warehouses and could no 
have been repurchased? (If answer to question 2 is “None,” question 3 neet 
not be answered. ) 

The answer is “None.” 

Yours truly, 

HaArRoLtp R. Boprki 

Director, Butter, Eaqg, and Cheese Departme 

ARDEN FARMS CoO., 
tterson, Calif., July 5, 1955. 

JAMES R. NAUGHTON, 
COonagress of the United State s, Interqovernmental Relations Subcommittee 
House Office Building, Washington, D.C. 

GENTLEMEN: In reply to your inquiry of June 28, we are pleased t submi 
following data on cheese sales and repurchases under DA—-112 

l. Correct. 

2. Sold March 31, 1954, repurchased April 7, 1954, on 2 ear : 
117 boxes, 35.176 pounds “ : S615. 58 
10S boxes, 29,78914 pounds 574 2 

Total ae 2 1,156. 89 

5. Lot 379, 35,176 pounds stored at Merchants Refrigerating Co., Modesto, 
Calif. Lot 315, 29,789 pounds, Arden Storage, Patterson, Calif. 

4. Lot 379 Wisconsin Cheddars, purchased from Land O’ Lakes January 1954 
Lot 315 purchased Utah Brooklawn Creamery March 1954. 


Lot 879, January 1954; 
Used in blend for pro¢ 
Yes. 


D. 
6. 


lot 315, Mareh 1954 
essing during April, 


May, and June 


1954 


S. Information on DA-112, news releases through trade journels. 


Yours very truly, 


E. H. FREIDEL, 
Manager. Cheese Div 
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ARDEN Farms Co., 
Patterson, Calif., September 16, 1955. 
JAMES R, NAUGHTON, 
Congress of the United States, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 


GENTLEMEN: Replying to your inquiry of August 25 regarding cheese sales 
under announcement Da-112: 

1. No. 

2. Fifty percent. 

3. (a) 100 percent; (b) 0; (c) Used in processing operations. Process cheese 
prices on all stock reduced 3 cents per pound April 1, 1954. 

Yours very truly, 
BE. H. FREIDEL, 
Manager, Cheese Division. 


ARMOUR & Co., 
Chicago, Ill., July 1, 1955. 
JAs. R. NAUGHTON, Esq., 
Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 


DEAR Mr. NAUGHTON: Enclosed herewith is a tabulation which answers the 
first three inquiries in your letter of June 21, 1955, with respect to cheese that 
Armour & Co. sold to and repurchased from the CCC in the spring of 1954. 

Your inquiries numbered 4 and 5 will require that we go to the field for certain 
information and it may take us as long as a month to obtain this information. 
We will forward you such information as we are able to obtain within that 
period. 

With respect to item No. 6, we wish to advise you that practically all of our 
cheese is ultimately transferred, either in the natural or manufactured form, 
to our various branches located throughout the country and by them sold in 
small lots to retailers throughout the country. The cheese sold to and repur- 
chased from the Commodity Credit Corporation is usually commingled either at 
the point of manufacture or in the branch houses with other cheese. Accordingly 
it would be next to impossible to accumulate the information requested. Under 
these circumstances we asSume you will excuse us from further reply to this 
inquiry. 

As to item 7, Armour & Co. did purchase manufacturing milk during the 
months of January, February, and March 1954. 

We are unable to give you the exact date we received announcement Da-112. 
We assume it was received on or about March 10 and that it was forwarded to 
us by our Washington representative. 

Very truly yours, 


LLOYD WoOoDALL. 
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ARMOUR & Co., 
Chicago, Ill., September 21, 1956 
Jas. R. NAUGHTON, Esgq., 
Intergovernmental Relations Subcommittee, 
House Office Building, 
Washington, D. C. 

Dear Mr. NAuGHTON : Answering your letter of August 25. 

‘The answer to the first question is, “Yes,” we did sell cheese to the Commodity 
Credit Corporation before March 1954. 

In answer to the second question, We do not know what we would have done 
under the conditions you have outlined since we were not faced with that prob 
lem in March 1954. 

The delay in answering your letter was due to my having been on vacation. 

Very truly yours, 


LLOYD WOODALL. 


C. J. Berst & Co., 
Portage, Wis., July 13, 1955. 
JAMES R. NAUGHTON, Esq., 

Intergovernmental Relations Subcommittee, 
House Office Building, 
Washington, D. C. 


Dear Mr. NAuGuron: Enclosed herewith are photostats of tabulations which 
answer the first six inquiries of your letter of June 21, 1955. According to our 
records, we sold and repurchased 5,141,924 pounds. We believe there is an error 
in your figure of 5,275,115 pounds. 

With respect to item 6, these tabulations show merely the approximate date on 
Which the cheese was disposed of by our company. The big bulk of this cheese 
involved was transferred to units of Armour & Co. and there comming!ed with 
other cheese and sold by them in small lots to retailers throughout the country. 
Accordingly, it would be next to impossible to accumulate the detailed informa- 
tion as to the ultimate name of each retailer who purchased this cheese. 

As to item 7, C. J. Berst & Co. did not purchase manufacturing milk during 
January, February, and March 1954. 

We are unable to give you the exact date we received announcement Da-112. 
We assume that it was received by us on or about March 10, 1954, directly from 
the Government. 

Your very truly, 


C. J. Buner. 
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C. J. Berst & Co., 
Portage, Wis., September 26, 1955. 
INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE, 
Committee on Government Operations, 
House Office Building, Washington, D. C. 
(Attention: Mr. James R. Naughton.) 
Dear Str: Following are the answers to the questions in your letter of 
August 29: 
L,- No, 
2. We would prefer not to speculate on what we might have done had the 
rules been different 114 years ago. 
Sincerely yours, 
C. J. Brerst. 


BLUE Moon Foops, INC., 
Thorp, Wis., June 27, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

Dear Str: In reply to your request of June 21, we have endeavored to answer 
all of the numbered questions as follows: 

1. The amount of cheese listed is correct. 

2. Cheese was offered between March 22 to March 30 and accepted as per the 
attached grading certificates which consummates the date of purchase and pay 
ment for repurchase was received on July 19. The various lots of cheese are 
listed on the copies of manifests attached. 

3. Location of cheese was all stored at Thorp. 

4. Attached manifests also identify the numerous cheese factories which man- 
ufactured the cheese purchased by Blue Moon. 

5. Attached manifests also show this information. 

6. Cheese in question was transferred to sales inventory, and sold to various 
customers throughout the country. 

7. Blue Moon did not purchase manufacturing milk for Cheddar manufacture 
during January, February, or March. However, we did purchase manufacturing 
milk for foreign-type manufacture. 

8. The announcement Da-112 was dated March 9, and received in the regular 
mail through the regular channels. 

9%. No comments, 

I sincerely trust that this is the desired information. 

Yours very truly, 
Haro.tp E. Lowe, 
Executive Vice President. 


FoREMOST-BLUE MOON CHEESE, INC., 
Thorp, Wis., September 1, 1955. 
JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee of the Committee 
on Government Operations, House Office Building, Washington, D. C. 
DEAR Sir: In reply to yours of August 25, following are the answers as re- 
quested, and by number : 
lL. Zee. 
2. Purely speculative, probably all, not knowing what the specifications would 
be. 
3. (a)All of it; (Db) all: (¢) all of the cheese was worth more than 37 cents 
per pound in April 1954. 
I sincerely hope that this is the desired information. If not, please feel free 
to write us for further information. 
Very truly yours, 


HAROLp E. Lowe, Manager. 
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BONGARDS’ COOPERATIVE CREAMERY ASSOCIATION, 
Bongards, Minn., June 28, 1955. 
Mr. JAMES R. NAUGHTON, 
Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D.C. 

DEAR Mr. NAUGHTON: The following are the answers to your questions as you 
had them listed in your letter of June 28: 

1. The amount of cheese listed as 135,900 pounds is correct. 

2, The CCC accepted our offer on March 31, 1954. The date of the sale and the 
date on which it was to be repurchased are identical which was one of your 
requirements in announcement Da-12. We do not have the date as to when 
payment was received. 

3. All of the cheese was stored in our warehouse here at Bongards. 

t. I did not understand this question as I have never heard about the Northern 
Wisconsin Produce Co. We have never sold them any cheese nor have we 
purchased cheese from them. 

5. Most of the cheese was produced in January and February with a few pounds 
in December. 

6. Disposition of this cheese was made to our regular outlet channels, such 
as wholesalers, stores, etc. 

7. All of the milk that we purchased was manufacturing milk. 

8. We received announcement Da—112 from the CCC office in Washington from 
where we receive all of our announcements. 

9. I cannot understand the purpose of asking the above questions and certainly 
you could have received these answers from the CCC office in Washington. I do 
want tell you that this was one of the finest announcements that the Department 
of Agriculture did for the producer. If the Government is going to continue to 
regulate prices, then how can anyone expect any firm to carry an inventory and 
to age cheese? No one is going to carry a large inventory and take a chance on 
the investment if the Government should decide to lower the prices. Both the 
producer and the consumer receive the benefit from this transaction. 

Yours truly, 
B. BE. BupAnn, Manager. 


(Bongards* Cooperative Creamery Association did not reply to the 
August letter.) 


THe Borven Co., 
New York, N. Y., July 11, 1955 
Mr. JAMES R, NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives, Washington, D. C. 


Dear Srr: In a letter dated June 15, 1955, directed to the Borden Cheese Co., 
390 Madison Avenue, New York, N. Y., you requested certain information re 
garding sales and repurchases of cheese to and from the Commodity Credit 
Corporation during March and April of 1954. On your visit to our office, at 
which tine you presented the above letter, you also requested the same infor 
mation on transactions between the Lakeshire-Marty Co. and the Commodity 
Credit Corporation. As the Lakeshire-Marty Co. is a wholly owned division of 
the Borden Co. we agreed to furnish the information covering this division's 
transactions with the Commodity Credit Corporation. 

You will find enclosed herewith schedules covering both the Borden Cheese 
Co, transactions and the Lakeshire-Marty Co.’s transactions. We believe the 
enclosed schedules will give you the information requested in your letter in 
questions 1 to 5, inclusive. We are answering questions 6 to 9, inclusive, in the 
following paragraphs. 

Question 6 deals with approximate date on which cheese was moved from 
location at time of repurchase. Where possible we have shown the approximate 
dates during which the cheese was sold. Ii would involve more time and work 
than we are equipped to spend to give detailed information on dates and dispos 
tion of this cheese. We were able to do this for the Borden Cheese Co. but to do 
so with respect to the large volume of Lakeshire-Marty cheese would be an almost 
impossible task with the clerical force that we have available All this cheese 
has been or will be disposed of for processing or through our regular channels 
Of sale or distribution. 

In answer to question No. 7—both the Borden Cheese Co. and the Lakeshire 
Marty Co. division purchased milk for the manufacture of cheese during January. 
February, and March 1954. | 
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In answer to question No. S—announcement DA-112 was dated March 9, 1954. 
Our records do not indicate when we received this announcement or information 
as to its content. Our recollection is that this announcement was received a 
few days after March 9, 1954, from the United States Department of Agriculture. 

Question No. 9 asks for our comments. We wish to point out that the totals 
on the enclosed schedules do not agree with the totals shown in your letter or 
in your comments while at our office. The enclosed schedules reflect the correct 
amounts as per our records. In both instances our figures are less than the 
figures quoted by you. We believe these differences are due to corrections 
after the date of offer when the cheese was actually inspected as not all cheese 
offered was found acceptable on inspection by Government graders. We also 
wish to point out that the repurchase date on the schedules has been shown 
as April 1, 1954. All of this cheese was repurchased on April 1 or on date of 
inspection depending on which date is later. No purchases under this announce- 
ment were made after April 30, 1954. 

We also wish to call your attention to Lakeshire-Marty schedules which list 
quantities purchased and quantities produced by ourselves. It would be exceed- 
ingly burdensome, because of the volume of lots, the manner in which we keep 
our records, and our limited clerical force to list the individual lots and from 
whom they were purchased. However, a schedule is enclosed listing the name 
and addresses of all concerns from whom we purchased cheese during the period 


January through March 1954. 
Very truly yours, 


C. A. ECKBURG. 


DEALERS AND Factories From WuHom We PuRCHASED CHEESE DurRING MONTHS 
JANUARY, FEBRUARY, MARCH, 1954 


Ashton Cheese Co., Ashton, II. 

Buena Vista Cheese Co., Red Oak, Il. 

Chadwick Cooperative, Chadwick, III. 

Cissna Park Cheese Co., Cissna Park, Ill. 

Coss Creamery, Polo, Ill. 

Erie Dairy, Erie, Il. 

Farmers Milk Products, Tonica, Il. 

Forreston Swiss Cheese Co., Forreston, 
Ill. 

Graf Cheese Co., Warren, Ill. 

Griffith Hedberg, Washington, Lowa 

Hanson Dairy, San Jose, Il. 

Helbig Milk Products, Sublette, III. 

Lingg, Osear, Lena, II. 

Lingg, Vincent, Polo, TIL. 

Long Grove Cheese Co., Platteville, Wis. 

Massbach Cooperative, Massbach, 1]. 

Ottawa Milk Products, Ottawa, Il. 

Seneca Cheese Co., Seneca, IIl. 

Tampico Creamery, Tampico, Il. 

Walnut Cheese Co., Walnut, Il. 

Wilton Milk Products, Wilton Junction, 
Iowa 

Paoli Cooperative Dairy, Basco, Wis. 

Rock City Cheese Co., Rock City, Il. 

Otto Anderegg, New Glarus, Wis. 

Ryser Bros., Mount Horeb, Wis. 

Cc. FE. Zuercher (German Valley Fac- 
tory), German Valley, Ill. 

St. Joe Cheese Factory, Route No. 1, St. 
Cloud, Wis. 

Norman D. Stecker, Route No. 4, Chil- 
ton, Wis. 

A. C. Kohli, Route No. 3, Mayville, Wis. 

John O. Widmer & Sons, Inc., Theresa, 
Wis. 

J. A. Tesch & Sons, Freisland, Wis. 

Lime Rock Dairy, Route No. 1, Calvary, 
Wis. 


Hillview Cheese Factory, Route No. 4, 
Fond du Lac, Wis. 

Waterloo Cheese Factory, Waterloo, 
Wis. 

Island Cheese Cooperative, Route No. 
2, Waterloo, Wis. 

Lost Lake Factory, Route No. 1, Ran 
dolph, Wis. 

Carl Vogel, Route No. 1, Beaver Dam, 
Wis. 

Kohlsville Cheese Co., Route No. 3, West 
Bend, Wis. 

Gottfried Zurbuchen, Route No. 2, Fox 
Lake, Wis. 

Marrese Cheese Co., Route No. 1, Lo 
mira, Wis. 

Fred Gurtner, Jr., Route No. 2, Hart- 
ford, Wis. 

Alma Center Cooperative Dairy, Alma 
Center, Wis. 

Arpin Dairy, Arpin, Wis. 

Auburndale Cheese Factory, Auburn 
dale, Wis. 

Cedar Hedge Cheese Factory, Edgar, 
Wis. 

Clover Cream Dairy, Marshfield, Wis. 

Clover Leaf Dairy, Greenwood, Wis. 

East Pleasant Ridge Cheese Factory, 
Neillsville, Wis. 

Elmdale Cheese Factory, Greenwood, 
Wis. 

Emmett Cheese Factory, Dancy, Wis. 

Four Corners Cheese Factory, Curtiss, 
Wis. 

Gad Cheese Factory, Medford, Wis. 

Golden Valley Cheese Factory, Osse: 
Wis. 

Hemlock Cheese Factory, Greenwood, 
Wis. 
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DEALERS AND Factories From WHomM WE PURCHASED CHEESE DURING MONTHS 
JANUARY, FEBRUARY, Marcu, 1954—Continued 


Homeland Dairy, Mauston, Wis. 

Natural Oak Cheese Factory, Arpin, 
Wis. 

North County Line Cheese Factory, 
Junction City, Wis. 

Northfield Cheese Factory, Hixton, Wis. 

atron’s Pride Cheese Factory, Athens, 
Wis. 

Pleasant View Dairy, Loyal, Wis. 

South Alma Cheese Factory, Alma 
Center, Wis. 

York Center Cheese Factory, Neillsville, 
Wis. 

York Dairy, Granton, Wis. 

Valley House Cheese Factory, Route No. 
3, Plymouth, Wis. 

St. Killian Cheese Factory, Route No. 

}, Campbellsports, Wis. 

Highway 29 Cheese Factory, Route No. 
1, Port Washington, Wis. 

Springbrook Cheese Factory, Route No. 
1, Belgium, Wis. 

River Road Cheese Factory, Route No. 
1, Fredonia, Wis. 

Beechwood Cheese Factory, Route No. 1, 
Adell, Wis. 

Badger State Cheese Co., Box 42, Green 
say, Wis. 

Random Lake Cheese Factory, Random 
Lake, Wis. 

Cheeseville Dairy, Route No. 2, West 
Bend, Wis. 

Centerville Cheese Co., 
lowa 

Northern Wisconsin Produce Co., Man- 
itowoe, Wis. 

Brinkman Cheese Co., Fennimore, Wis. 

H. J. Bamford Cheese Co., Plymouth, 
Wis. 

Lake to Lake Dairy Cooperative, Mani- 
towoc, Wis. 

L. D. Schreiber & Co., Inc., Green Bay, 
Wis. 

Baker-Schmoll Cheese Co., Plymouth, 
Wis. 

Schmitt Bros. & Walter Co., Platteville, 
Wis. 

Islue Moon Foods, Inc., Thorp, Wis. 

Kraft Foods Co. of Wisconsin, Green 
Bay, Wis. 

Blue River Factory, Blue River, Wis. 

Boydtown Factory, Wauzeka, Wis. 

I> 

P 


Centerville, 


sridgeport Factory, Bridgeport, Wis. 

yrds Creek Factory, Route No. 2, 
Blue River, Wis. 

‘onley Cut Factory, Woodman, Wis. 

Cummings Co-operative Dairy, Gays 
Mills, Wis. 

Eastman Creamery Co., Eastman, Wis. 

ennimore Branch Cooperative, Fenni- 
more, Wis. 

Golden Glow Factory, Soldiers Grove, 
Wis. 

Gran Grae Factory, Bridgeport, Wis. 


Haney Ridge Factory, Boscobel, Wis. 

Irish Ridge Factory, Prairie du Chien, 
Wis. 

Maple Ridge Factory, Boscobel, Wis. 

Marietta Factory, Route No. 3, Bosco- 
bel, Wis. 

Mount Zion Dairy Association, Bosco- 
bel, Wis. 

Niland Ridge Factory, Wauzeka, Wis. 

Oak Grove Factory, Muscoda, Wis. 

Plainview Factory, Wauzeka, Wis. 

Pleasant Hill Factory, Prairie du Chien, 
Wis. 

Sanitary Creamery, Boscobel, Wis. 

Seneca Dairy Association, Senaca, Wis. 

Shaw Hollow Factory, Fennimore, Wis. 

Spring Brook Factory, Wauzeka, Wis. 

Steuben Factory, Steuben, Wis. 

Wauzeka Factory, Wauzeka, Wis. 

Cass Hollow Factory, Montfort, Wis. 

Cobb Factory, Cobb, Wis. 

High Point Factory, Highland, Wis. 

Holmes Factory, Cobb, Wis. 

Ipsen Factory, Cobb, Wis. 

Preston Dairy Cooperative, Fennimore, 
Wis. 

Severtson Factory, Dodgeville, Wis. 

Bloomfield Factory, Mineral Point, Wis. 

Blue Grass Factory, Dodgeville, Wis. 

Blue Ridge Factory, Barneveld, Wis. 

srumner Cheese Factory, Blue Mounds, 
Wis. 

Buck Grove Cooperative, Mineral Point, 
Wis. 

Five Point Factory, Dodgeville, Wis. 

Gold Mine Cheese Co., Dodgeville, Wis. 

Hicks Cheese Co., Shullsburg, Wis. 

Hollandale Factory, Hollandale, Wis. 

Hyde Factory, Ridgeway, Wis. 

Linden Factory, Linden, Wis. 

Meadow Brook Factory, Mineral Point, 
Wis. 

Messersmith Factory, Dodgeville, Wis. 

Mineral Point Factory, Mineral Point 
Wis. 

Penn Hollow Factory, Avoca, Wis. 

Pine Ridge Factory, Mt. Horeb, Wis. 

Pleasant Ridge Factory, Dodgeville, 
Wis. 

Pleasant Valley Factory, Dodgeville, 
Wis. 

Prairie Grove Factory, Barneveld, Wis. 

Prairie Ridge Factory, Verona, Wis. 

Rewey Creamery Co., Rewey, Wis. 

Ridge Factory, Route No. 2, Verona, 
Wis. 

Ridgeway Factory, Ridgeway, Wis 

Uren Factory, Mineral Point, Wis. 

Wakefield Factory, Dodgeville, Wis 

Walkwick Factory, Mineral Point, Wis. 

Willow Crest Factory, Mineral Point, 
Wis. 

Apex Factory, Highland, Wis. 

Banner Cheese Co., Highland, Wis. 
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WE PURCHASED CHEESE DURING MONTHS 


JANUARY, FEBRUARY, Marcu, 1954—Continued 


Clyde Factory, Avoca, Wis. 


Farmers Ridge Factory, Highland, Wis. 


Meadow Brook Factory, Avoca, Wis. 
Muscoda Creamery, Muscoda, Wis. 


Otter Creek Factory, Route No. 1, 


Highland, Wis. 
Pine Knob Factory, Avoca, Wis. 
Star Factory, Avoca, Wis. 


Brush Hollow Factory, Route No. 3, 


Viroqua, Wis. 
LaFarge Factory, LaFarge, Wis. 
Liberty Cheese Factory, Viola, Wis. 
Middle Ridge Factory, Bangor, Wis. 
Warner Creek Factory, Hillsboro, Wis. 


Ash Creek Factory, Route 2, Rich- 


land Center, Wis. 

Bosstown Factory, Richland Center, 
Wis. 

Bunker Hill Factory, Route No. 1, 
Cazenovia, Wis. 

Carr Valley Factory, LaValle, Wis. 

Elk Creek Factory, Viola, Wis. 

Gillingham Factory, Gillingham, Wis. 

Lovd Factory, Cazenovia, Wis. 

Mount Sterling Factory, Mount Ster- 
ling, Wis. 

Pleasant Ridge Factory, Yuba, Wis. 

Yuba Factory, Yuba, Wis. 

Pine River Factory, Yuba, Wis. 

Arena Cheese Factory, Arena, Wis. 

Cold Springs Factory, Plain, Wis. 


Halfway Prairie Creamery, Mazomanie, 


Wis. 
Irish Valley Factory, Route No. 1, Plain, 
Wis. 


Lower Big Hollow Factory, Spring 
Green, Wis. 

Marxville Co-operative Creamery, Mago- 
manie, Wis. 

Mill Creek Factory, Arena, Wis. 

Mounds Creek Factory, Blue Mounds, 
Wis. 

Pleasant View Factory, Spring Green, 
Wis. 

Poplar Grove Factory, Loganville, Wis. 

Prairie Cheese Co-operative, Spring 
Green, Wis. 

Rush Creek Factory, Spring Green, Wis. 

Vermont American Cheese Co., Black 
Earth, Wis. 

Westfield Factory, Reedsburg, Wis. 

Wilson Creek Factory, Spring Green, 
Wis. 

Bud Factory, Viroqua, Wis. 

Fargo Factory, Route No. 4, Viroqua, 
Wis. 

Farmers Co-operative Creamery, Lewis 
ton, Minn. 

Freeman Cheese Factory, Ferryville, 
Wis. 

Genoa Creamery Co., Genoa, Wis. 

Indian Head Factory, Soldiers Grove, 
Wis. 

Plainview Co-operative Creamery, Plain- 
view, Minn. 

Red Mound Co-operative Creamery, De 
Soto, Wis. 

Ross Cheese Factory, Viola, Wis. 

Star Valley Factory, Soldiers Grove, 
Wis. 
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THE Borpen Co., 
New York, N. Y., November 7, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

Dear Mr. NAvGHTON: This is in reply to your letter of November 4 with regard 
to your earlier letter of August 26, concerning sales of cheese to the Commodity 
Credit Corporation pursuant to DA-112. 

DA-112, which was issued on March 9, 1954, provided a course of procedure 
in handling cheese at support-price levels before and after April 1 of that year. 
We do not feel that we can answer the inquiries contained in your letter of 
August 26 as it would require us to speculate, 18 months after the issuance of 
the order, upon a course of procedure which was not necessary for us to consider 
at that time because of the issuance of DA-—112. 

Very truly yours, 
C. A. Ecksura. 


CALUMET CHEESE Co., INC., 
Hilbert, Wis., September 1, 1955. 
CONGRESS OF THE UNITED STATES, 
House of Representatives, 
House Office Building, Washington, D. C. 
(Attention: James R. Naughton, counsel, Intergovernmental Relations 
Subcommittee. ) 
DEAR Mr. NAuGuHTON: We have received your letter of August 26, and will 
answer your questions, which are as follows: 
(1) We did not sell to Commodity Credit Corporation before 1954. 
(2) Our invoices show that we sold 137,073 pounds in 1954. Our answer 
to question No. 2 is “None.” 
Hope this will give you the necessary information. 
Yours truly, 
CALUMET CHEESE Co., INC., 
ARMIN HERNKE, President. 


(Calumet Cheese Co., Inc., did not reply to the June letter.) 


Casco CHEESE Co., 
Casco, Wis., June 28, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, House Office Building, 
Washington, D. 0. 

DEAR Srr: With regard to your letter of June 23, 1955, we herewith furnish 
information as requested : 

1. The amount of cheese sold to CCC and repurchased was 117,177 pounds. 
Your figure was correct. 

2. Cheese was sold March 25, 1954, repurchased April 1, 1954. Payment re- 
ceived April 23, 1954. Amount $3,222.36. Details are as follows: 








USDA grading certificate Quantity | Amount 
sna J oes pees caanaie — aie | seecieniiiith 
Pounds 
248439C ts 29, 414 | $808. 88 
2684400 . , 28, 820 792. 55 
268441C , ; 209, 043 798. 68 
2684420 5 ex 29, 900 | 822. 25 
IRN ae a ee 117,177 3, 222. 36 
' 
3. Location was Casco Cheese Co. plant, Casco, Wis. 
4. All cheese was manufactured by Casco Cheese Co. 
5. First quarter of 1954. 
6. Sold in regular commercial channels 30 to 60 days after repurchase 
7. Yes, 
8 About March 12, 1954, direct from USDA. 
9. The drastic reduction from support price of 37 to 31%4 cents would 


have caused heavy losses to anyone holding cheese. In our case we paid the 
farmers 91 cents per pound for butterfat in March against 8214 cents in April 
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after the support price reduction. If we had not reserved the $3,222.36, we would 
have paid about 85 cents in March 1954. The Bureau of Internal Revenue col- 
lected 52 percent of the $3,222.36 in income taxes as we operated at a profit of 
about 2 percent on sales. 
Trusting this gives you the desired information, we are, 
Very truly yours, 
Epwarp W. MILLER. 


Casco CHEESE Co., 
Casco, Wis., August 30, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 


DEAR Sir: We have your letter of August 25, requesting additional information 
with regard to our sale and repurchase of 117,177 pounds of cheese. 

On question 1, relating to sales to CCC prior to March 1954—the answer is 
ren.” 

On question 2—an explanation based on hindsight is the best answer to your 
question. As far as making a profit on the cheese is concerned, we would like 
to point out that our cost of Cheddar size in January 1954 was $0,3818 per pound, 
in February 1954 $0.3717 per pound, and in March 1954 $0.3836. Our cost in 
April 1954 declined to $0.3318 per pound. From the foregoing it is obvious that 
we actually took a loss on the sale at 37 cents a pound and could have replaced 
the cheese at $0.3318 from April production versus repurchase price of $0.3425. 

We entered into the agreement to sell 117,177 pounds of cheese to CCC and re- 
purchase that cheese from them so that we could pay our farmers 91 cents a pound 
for butterfat for March 1954 milk. If we had not made the sale, we would have 
paid less than 91 cents, as we did reduce our paying price to 82% cents a pound 
for butterfat in April. All cheese factories, including those selling to Kraft or 
other assemblers, received higher prices for their cheese in the latter part of 
March 1954 because of the purchase and resale deal and were thus enabled to 
pay approximately the same price to their dairymen as we paid to our patrons 
for March 1954 milk. 

Summing up, we would answer question No. 2 by saying we should have sold 
more than 117,177 pounds of cheese as we had an inventory of 378,000 pounds 
on hand March 31, 1954. We should not have repurchased the cheese as we 
could have replaced it in April at more than 1 cent below $0.3425 a pound. 

The purchase and resale deal avoided shortages in the pipeline to the consumer 
and lowered the Government inventory, but most important, it increased payments 
to milk producers for March 1954 milk, as explained above. It seems to us the 
purchase and resale deal was a moneysaving, intelligent transaction by the 
USDA benefiting the Government, the taxpayer, and the milk producer. 

Casco CHEESE Co., 
Epwarp W. MILLER. 


CHALLENGE CREAM & BUTTER ASSOCIATION, 
Los Angeles, Calif., July 19, 1955. 
Mr. JAMES R, NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

DEAR MR. NAUGHTON: We are enclosing a schedule which includes the informa- 
tion in quite some detail, which you requested in your letter of June 21, 1955, 
regarding the sale and repurchase from CCC of cheese, under announcement 
Da-112. 

This corporation is a cooperative marketing association, acting as sales agent 
for, and owned and operated by, a group of dairy producer cooperative associa- 
tions. The entire production of each member association is made available to 
Challenge and sold through its pooling operations for the account of the member 
associations. The entire proceeds from sales, less necessary operating expenses, 
is returned to them. The member associations, in turn, return to their individual 
member dairy farmers the entire proceeds which they receive, less the member 
association’s necessary operating expenses. 

We are unable to reconcile or determine the reason for the differences between 
the total poundage of 918,586 as shown in your letter, and the total pounds of 
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903,069 as shown in our schedule, and which is reflected in our records. The 
pounds we show reconcile with the total payments received from CCC. 

We are not certain what information you desire under item No. 4 of your 
letter. As has been mentioned earlier in this letter, Challenge receives the 
production of its member associations as soon as carload lots are assembled and 
are ready for delivery. However, we do make purchases from sources other than 
members of certain specialty items of cheese not produced by our own members, 
and oceasionally carloads of Cheddar cheese are also purchased in order to sup- 
plement our members’ production of this type of cheese when quantities obtained 
from members are insufficient to enable Challenge to meet its marketing require- 
ments. 

The cheese repurchased from the CCC as shown on our schedule, was utilized 
through our normal sales outlets as soon as the cheese was ready for sale, or it 
was used in our cheese processing operation located in our plant at Pocatello, 
Idaho. In most instances the cheese was not moved from its location as of April 
1, 1954, until it was ready for sale to our customers. This period is estimated 
to be approximately 4 months. 

Challenge, as such, does not purchase manufacturing milk directly from pro- 
ducers. Such milk is delivered to the local member associations, who in turn 
deliver the manufactured products to Challenge. 

Challenge is on the mailing list of the United States Department of Agriculture, 
Livestock and Dairy Division. We received notice of announcement DA-112 in 
the press release of March 4, 1954, and also in the notice to the dairy industry 
dated March 9, 1954, both of which related to announcement DA-112. 

In order to facilitate our early response to your letter we have merely approxi- 
mated, aS you will notice, the dates of movement from the storage locations as 
well as the disposition of cheese. Certain of the other information which you 
have requested could also be more thoroughly analyzed should you so desire. 

Under section 9 of your letter, you requested any comments we might choose 
to make. Under the support-price program and prices that existed prior to 
April 1, 1954, any and all of the cheese included in this letter could have been 
sold to the CCC at support price then prevailing. Such cheese so sold could phy- 
sically have had to be delivered to the CCC or its order. With a reduction in 
support price, which became effective April 1, 1954, simultaneously an equal 
reduction in price became effective on any and all cheese that CCC sold to the 
trade. 

Enabled as we were to obtain the existing support price for cheese up to and 
including March 31, 1954, of all cheese delivered to CCC and enabled to purchase 
any and all cheese we might require from CCC on and after April 1, 1954, at a 
reduction in price in exactly the same amount as the support price was reduced, 
resolved itself as benefitting us only to the following extent: 

(a) Savings in not being required to incur the expenses involved of making 
physical delivery to CCC. 
(b\) The opportunity of repossessing our own cheese. 

It would also appear that CCC also was enabled to affect a savings in this trans- 
action because— 

(a) It was not necessary to incur the expense of handling the cheese, 
transporting it to‘some warehouse and incurring warehouse expense. 

In closing though it might appear from our own figures, we obtained $21,843.26 
more in selling this quantity of cheese at the former higher support price and 
repurchasing at the lower CCC price to the trade. In our instance as producers 
of this cheese, such is not the case; with all selling prices of cheese commencing 
April 1, 1954, being affected by the reduction in support price and the same reduc- 
tion to price at which CCC would sell, every pound of cheese produced by our 
members from that time forward was subject to an equal reduction in selling price 
and our producer’s income therefor reduced accordingly. 

loregoing comments no doubt are already well known to the committee, but 
could not pass up the opportunity of expressing ourselves. 

Should you require any further information please advise, and we shall reply 
aS promptly and as fully as possible. 

Yours very truly, 
CHALLENGE CREAM & BUTTER ASSOCIATION, 
L. E. Evans, General Manager. 
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CHALLENGE CrEAM & BUTTER ASSOCIATION, 
Los Angeles, Calif., September 26, 1956. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 
DEAR Mr. NAUGHTON: This is in reply to your letter of August 25, containing 
questions 1, 2, and 8 relative to cheese sold by us to the CCC. 
Upon checking our records, we show no sales of cheese to the CCC immediately 
prior to March 1954. 
Believe this negative answer to question No. 1 makes unnecessary any answers 
to questions 2 and 3. 
Yours very truly, 
L. E. Evans, General Manager. 





CHALLENGE CREAM & BUTTER ASSOCIATION, 
Los Angeles 12, Calif., November 14, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
Congress of the United States, louse of Representatives, 
Washington, D.C. 

DEAR Mr. NAUGHTON : On September 26, 1955, in reply to your letter of August 
25, I informed you that immediately prior to March 1954 we made no sales of 
cheese to the CCC. Upon receipt of your letter of November 38 requesting addi- 
tional information, in our efforts to obtain this additional information, I tind 
that just prior to March 1954 we did sell about 10 cars of 40-pound block Cheddar 
cheese to CCC produced by our member, the Upper Snake River Valley Dairy- 
men’s Association, Rexburg, Idaho. 

In an attempt to reply to your latest letter of November 3 you ask that we 
provide information requested in question 2 of your letter of August 25 which 
reads as follows: 

“2. Approximately how much of the 903,069 pounds of cheese which Challenge 
Cream and Butter Association received payment under Da-112 would have been 
sold to CCC even if it had to be repackaged to CCC specifications, delivered to 
CCC warehouses, and could not have been repurchased ?” 

As you no doubt are aware we are a cooperative sales agent for a number 
of dairy-farmer-owned cooperative associations; we realized that the reduction 
in the support price to become effective April 1, 1954, would be reflected by an 
equal reduction in the price we could obtain for our cheese from our regular 
trade channels. With this reduction known in advance, and realizing that every 
pound of cheese we retained in our inventory plus every pound of cheese that 
our members would produce from that time forward would be subject to a reduc- 
tion of at least 4*%4 cents per pound, the answer to this question (2) is that 
we would have sold this quantity of cheese even if it had to be repackaged, 
delivered to CCC warehouses in order to save for our producers 4% cents 4 
pound, knowing full well that this same cheese would have to be sold for this 
much less to our trade after April 1. Another part of this question is: ‘Would 
we have made this sale even if this particular cheese could not have been 
repurchased ?” 

The answer to this is: If this particular cheese could not have been repur- 
chased, some other cheese in sufficient quantity could have been purchased by 
us from CCC at a price that also would reflect a reduction in the support price, 
or we could have purchased this quantity of cheese as and when we needed 
it from producers and/or dealers in cheese at a price that would reflect this 
reduction in support price. 

Under question 3 of your letter of August 25 you ask: 

(a) How much met size and packaging specifications of announcement Da—100? 

As stated in opening paragraph of this letter, we had been selling some 
cheese to CCC just prior to March 1954 so some of the cheese did meet these 
specifications, whereas balance intended to be used for our own purposes, prob:- 
bly didn’t so comply. However, we have stated in our answer to No. 2 that 
as producers of this cheese, knowing that it would have to be sold at con- 
siderably less if we retained it in our inventory as well as take a reduction 
in price on our members’ future production, we would have repackaged that 
cheese within our inventory in order to save as much as we could for our 
producers. 
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a7 


(b) Approximately how much was worth 37 cents per pound or more in April 
1954? 

The determination of what this cheese was “worth” was governed almost 
entirely on the Government’s price-support program. With support prices 
prior to April 1954 being 37 cents for bulk Cheddar cheese this support price 
was the determining factor in arriving at price for all types of sale. 

Dependent, therefore, on the support price for cheese as determining its finan- 
cial “worth,” and with the support price being reduced 4%, cents a pound on 
April 1, 1954, it is quite apparent that this particular cheese as it was, could 
not have been sold for 37 cents particularly as cheese in the hands of Govern- 
ment would be available at considerably less than this price, and also all current 
production of cheese from producers would also have reflected the lower support 
price; therefore, in our opinion, no one would elect to buy this cheese at 37 
cents with cheese either from CCC or from current production available that 
could be purchased at less than 37 cents. 

(c) If any of this cheese was worth less than 37 cents per pound in April 
1954, please give the approximate prices for which such cheese was sold by 
Challenge Cream & Butter Association after conclusion of the Da—112 transac- 
tion. If the sale was to a subsidiary or affiliate, please give the approximate 
price for which such cheese was resold to third parties. If such cheese was 
used in processing operations, please give approximate prices for which processed 
cheese was sold. 

As previously mentioned we are a cooperative sales agent in the business 
of selling and delivering cheese and other dairy products for our cooperative 
member organizations. Practically all of our production from our members 
is, therefore, sold and delivered by us in their behalf and in our business we 
obtain as good a price as we can for what we sell and deliver. We naturally 
have competition which governs to a great extent the price at which we sell. 

With an excess production of cheese over and above market requirements, 
the Government’s support price on cheese is the determining factor as to the 
final selling price to the trade for cheese. Our cheese is put up in various styles 
and sizes and a lot of it is processed. 

In every instance covering every style, package, and whether or not the cheese 
was natural or processed, the selling price we would be able to obtain for such 
cheese after April 1, 1954, went down to the extent at least of the reduction in 
the support price. 

We did not sell to any subsidiary or affiliate, our sales being made by our- 
selves and deliveries made by our own delivery vehicles to retail stores. 

As explained above some portion of this cheese was used for processing opera- 
tions and our selling price of such processed cheese commencing on April 1954 
was subject to the same reduction that the support price was reduced. 

Trusting this answers your letter of November 3, which we are sorry we did 
not answer in our letter to you of September 26. 

Iam, 

Yours very truly, 
L. E. Evans, General Manager. 


H. C. CHRISTIANS Co., 
Chicago, June 22, 1955. 
JAMES R, NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House Office Building, Washington, D. C. 

DEAR Mr. NAUGHTON : We have your letter this morning regarding the present 
study by the Intergovernmental Relations Subeommittee of cheese transactions by 
the Commodity Credit Corporation during March and April of 1954. We hope the 
following information will be of assistance to the subcommittee in their study. 

1. In accordance with provisions of United States Department of Agriculture 
D)A-112, we sold and repurchased from CCC, 165,657 pounds of New York State A 
Grade Cheddar cheese. 

2. Upon satisfactory completion of USDA grading, we offered to sell and repur- 
chase, subject to announcement DA-112, 165,657 pounds of Cheddar cheese. This 
offer was dated March 26, 1954. We received CCC acceptance by wire on March 
~), 1954, along with the applicable contract No. A2CS/FFS/49. We invoiced CCC 
on public voucher serial No. C-75483 for the net difference between purchase and 
resale price on April 14, 1954, in the amount of $4,555.57. This payment was re 
ceived on April 23, 1954. 
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8. At the time of sale and repurchase, this cheese was located at the Chicago 
Cold Storage Co., Chicago, Il. 

4. The cheese was initially purchased by our company from the DeKalb Cream- 
eries, 99 Hudson Street, New York, N. Y., in June and July of 1952. 

5. The cheese was manufactured in June and July of 1952. 

6. Disposition of this cheese after sale and repurchase from CCC was through 
standard commercial channels, including chainstores, distributor outlets, ete. 
The cheese was moved from storage location during April, May, and June. 

7. Our company did not purchase any manufacturing milk during January, 
February, or March 1954. 

We received USDA announcement DA-112 and amendments through the estab- 
lished channels of the Commodity Stabilization Service, Livestock and Dairy 
Division. 

We trust this information is complete and will assist the subcommittee in its 
study. 

With best regards, we remain 

Yours very truly, 
H. C. Curistians Co., 
sy H. C. CHRISTIANS. 


H. C. CHRISTIANS Co., 


Chicago, August $1, 1955. 
JAMES R. NAUGHTON, 


Counsel, Intergovernmental Relations Subcommittee, Committee on Gov- 
ernment Operations, House Office Building, Washington, D. C. 


DEAR MR. NAUGHTON: We have your letter of August 24 requesting additional 
information of the cheese transactions during March 1954. We trust the follow- 
ing information will be of assistance. 

We have no indication of any cheese sold the Commodity Stabilization Service 
by our organization prior to March of 1954. 

As to your second question, let us add that as April 1, 1954, approached, 
markets were completely demoralized due to the changes imminent in support 
program. Any attempts to estimate markets or product values during this 
period would have been purely conjecture and due only to timely action on the 
part of the Department of Agriculture in announcing the resale program, were 
orderly market procedures able to be maintained. It was not within our ability 
to estimate market prices under the chaotic conditions existing at the time. In 
short, it may or may not have become necessary to sell our cheese holdings had 
not the Agricultural Department announced their intention of permitting re 
purchase. 

Of the cheese which might have been sold to CSS under the circumstances 
described in question No. 2, we offer the following. The entire quantity met 
specifications as to size and package style. As to the value of the cheese during 
April 1954 we again point out that it would have been impossible to anticipate 
this in March. The cheese was marketed in subsequent months at prices slightly 
above the then existing support levels. 

We trust that this information is complete and will be of assistance. 

With best regards, we are, 

Yours very truly, 


H. C. CHRISTIANS CO., 
By H. C. CHRISTIANS. 


CLARK COUNTY DAIRYMEN’S COOPERATIVE, 
Battle Ground, Wash., July 12, 1955. 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE, 
House of Representatives, Washington, D. C. 
(Attention: Mr. James R. Naughton, counsel. ) 


GENTLEMEN : This will acknowledge your letter of June 23 asking for informa- 
tion concerning the sale and repurchase of Cheddar cheese, which we are pleased 
to furnish. 

We will answer your letter by separate paragraphs referring to the numbered 
paragraphs in your letter. 

Question No. 1. Yes, 

Question No. 2. — 
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Lot N Date cheese Date cheese ve = — aes ot 
=e sold repurchased tenn cco | peed 
eee hie ot ee Oe Be a in ed ae 
(0161999..-----------------------------------] Mar, 31,1954 | Apr. 9,1954 | May 22, 1955 $425. 91 
CHIGIOND. . cnnumeuesuatansetuodubbenada . Mar, 26,1954 | Apr. 1,1955 | May 10, 1955 518. 35 
(136302_.------------------------------------] Mar. 31, 1954 | Apr. 9,1955 | May 17, 1955 |-..---- 
CO sites eee iainanaten tvtaicictttaniacnniaaen aaa sees fA acta Secunia ceva a 1, 588. 30 
OCR. i iccaananuieudéccanndnacadcsonancnctnasmaeeds sid Oia ed pies cena Uc aettiscocn inion PRS 


—_—_——— 





Question No. 3. Our own warehouse at Battle Ground, Wash. 
Question No. 4. None—We manufacture cheese only. 


Question No. 5. 
Date of cheese made 


Lot: Né:: Cree. ee From October of 1952 to March of 1954. 

[Pye i. From April of 1953 to October of 1953. 

BiG eh Cre chicory ee parece From May of 1953 to October of 1953. 

Lat NO; Ce tect icn eden From October of 1953 to December of 1953. 
LAE ING, CR iii ceccamens From December of 1953 to December of 1954. 


Question No. 6. Disposition on cheese was made to our regular customers and 
cheese was moved from location on sales from April of 1954 to June of 1955. 

Question No. 7. Yes. 

Question No. 8. Information of announcement Da-112 was received March 23, 
1954. 

We believe the purchase-resale program as operated by the Secretary of Agri- 
culture was necessary if the farmers producers were not to suffer losses retro- 
active to a period before the actual reduction of support prices. 

In common with all bona fide farmer cooperatives, the members of this co- 
operative received the full benefit of this action. The Secretary of Agriculture 
is to be commended for conceiving and carrying through this purchase-resale 
program, 

Sincerely yours, 
ARNOLD Rosison, 
General Manager. 


CLARK CoUNTY DAIRYMEN’S COOPERATIVE, 
Battle Ground, Wash., September 16, 1955. 
JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

Dear Mr. NAUGHTON: In regards to your letter of August 25, 1955. 

In answer to paragraph 1, did Clark County Dairymen’s Cooperative ever 
sell cheese to the Commodity Credit Corporation before March 1954, the answer 
is “3ea 

In answer to paragraph 2, the answer is “none.” 

Sincerely yours, 
ARNOLD Ropsison, 
General Manager. 


CLEARFIELD CHEESE Co., INC., 
Curwensville, Pa., October 20, 1955. 
JAMES R. NAUGHTON, 
Counsel, Intergovernmenutal Relations Subcommittee, 
House Office Building, Washington, D. C. 


Deak Str: Your letter of June 21, 1955, addressed to Clearfield Cheese Co.. Ine. 


of Clinton, Mo., was received in Clinton on June 23. Your August 26, 1955, 
letter was received in Clinton on August 28. <A copy of the June 21 letter was 
made and sent into this office which is the home office. Apparently, this copy 
Was mislaid and was not answered. Upon receipt of your August 26 letter, 
we began searching and gathering the information required. We finally found 
your original letter and will answer both letters at this time. 

1. The amount of cheese offered was 294,140 pounds. The amount of cheese 
accepted, purchased, and resold to Clearfield Cheese Co. was 293,180 pounds. 


75575—56 28 
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2 This cheese was sold on March 31, 1954, and was repurchased on April 1, 
1954. Payment in the amount of $7,475.43 was received on May 5, 1954. The 
second check was received on July 1, 1954, in the amount of $587.01. 

3. The amount of 271,834 pounds of cheese sold and repurchased was stored at 
Clinton, Mo., in our warehouse; 21,346 pounds was stored in Winston-Salem, 
N. C., in our warehouse. 

4. No record is kept of the firms and the exact amount purchased from each 
except on a weekly basis. We could not definitely say from whom or what 
amount or date these purchases were made. 

5. The approximate purchase dates of the cheese were through February and 
March. 

6. This cheese was all sold eventually to wholesale customers through the 
months of April and May 1954. 

7. The Clearfield Cheese Co. did not purchase any manufacturing milk during 
January, February, or March 1954. 

8. The information concerning Announcement Da-112 was received from the 
United States Department of Agriculture on March 9, 1954. This was received 
in a bulletin of that date, and was approximately received in our office on 
March 11, 1954. 

9. IT am quite certain that any one of the many men dealing in cheese buying 
direct from the cheese factories who purchase the raw milk directly from the 
farmer will be entirely satisfied, and will agree that the program as instituted by 
the Department of Agriculture was definitely a needed program to preserve the 
dairy economy at that time. There was an announcement that the parity price 
was to be lowered. According to regulations, such announcements have to he 
made ahead of time. In this instance, March 9, the industry stabilized follow- 
ing the announcement, and the farmers received much more money for their milk 
than they would have received if this announcement had not been made. No 
wholesale dealer or manufacturer is going to purchase cheese through March and 
pay the cheese factory prices that he knew were going to be in excess of what he 
was going to be able to sell the cheese for after April 1. Cheese is not fit for 
eating the day it is made and neither is it good the week following. It usually 
requires from 30 to 60 days to make it palatable. I am certain the wholesale 
outlets who bought and sold to the CCC can and will have a valid argument for 
the program which was instituted and carried out. Contrary to the inference 
indicated in many of the publications throughout the country, only a small part 
of the story was told. It did show the Department of Agriculture in a bad 
light. Under the circumstances, I believe they acted in the only way open to 
preserve the economy in the dairy-producing States. 

Further letters should be addressed to our home office in Curwensville, Pa.. 
with copies sent to our Clinton, Mo., office. 

In reply to your letter of August 26, our answer is yes to question No. 1, and 
our answer is none to question No, 2. 

Very truly yours, 
J. H. Tate, Sales Manager. 





CLOVER CREAM DAIRY PRODUCTS Co., 
JAMES R. NAUGHTON, Marshfield, Wis., July 8, 1955 
Counsel, Intergovernmental Relations Subcommittee, 
Washington, D. C. 

Dear Str: On June 23, 1955, you wrote our company in regard to a cheese trans- 
action between us and the Commodity Credit Corporation which took place 
during the first part of April 1954. This sale was made under regulations estab- 
lished by Agriculture Department Announcement Da-—-112. 

On April 1, 1954, the parity on dairy products dropped from 90 percent to 75 
percent. The actual paying price of the CCC for cheese dropped $0.02%4 per 
pound. In order to avoid serious inventory losses for the firms who make and 
age their own cheese, as we at Clover Cream Dairy do, and to avoid serious 
losses to those firms or people engaged in assembling cheese or aging for future 
sale, something had to be done; hence the above order Da-112. We sold and 
repurchased our inventory of cheese. This cheese was graded and weighed by 
an authorized Federal cheese grader and the only cheese accepted by this grader 
had to meet all Federal standards. The cheese in our case never left our ware- 
house. The check we received was based on the actual drop of the Government 
paying prices for cheese or $0.02% per pound. As the writer recalls the picture 
of March 1954, the butter buyers dropped their paying prices near mid-March 
to avoid inventory losses, and the cheese people were saved by Da-—112. If 
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inother parity drop should occur, something similar must be done or all buyers 
will refuse to buy anything above their guaranteed sales. 
In answer to your questions: 
1. A little over 101,000 pounds. 
2. Date of sale and repurchase: Same day, 1st week in April 1954. Payment 
M: Ay 20, 1954, amount $2,790. 
. Cheese was in our storage, located in our plant. 
All cheese was made here, none of it purchased. 
About 50,000 pounds was current or March production, and the balance was 
from 3 months to 1 year old. 
6. We disposed of this cheese at our regular trade channels; cheese was not 
moved at time of repurchase. 
7. Yes, and we still purchase milk now. 
8. I do not remember. 
9%. I believe the enclosed letter answers this question. 
Yours very truly, 
CLOVER CREAM Datry Propucts Co., 
Per R. L, ReEttTz, 


(Clover Cream Dairy Products Co. did not reply to the August 
letter. ) 
COMMUNITY CREAMERY, 
Missoula, Mont., July 6, 1955. 


JAMES R. NAUGHTON, 


Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

Dear Str: In answer to your inquiry of June 28, 1955, requesting informa- 
tion on cheese transactions under announcement Da—112 during March and April 
1954, we give you the following information: 

1. Correct amount invoiced 56,236 Ibs. 

~ (a) Cheese sold: Lot 1, contract March 31, 1954; lot 2, contract March 31 
1954. 

(b) Repurchased: Lot 1, April 1, 1954 (voucher dated April 27, 1954) ; lot 2, 
April 1, 1954 (voucher dated April 27, 1954). 

(¢) Payment received: Lot 1, May 21, 1954, $725.29; lot 2, May 21, 1954, 
$821.21 (copies of vouchers attached). 

3. Cheese stored at Holcoms, Inc., Railroad & Harris, Missoula, Mont. 

All cheese purchased from Gold Medal Dairies, Missoula, Mont. Purchased 
on dates manufactured as shown on attached manifest sheets. 

5. Cheese produced on dates shown on attached manifests. 

6. Cheese removed from storage during 1954 for sale to retail outlets. 

7. Community Creamery did not purchase manufacturing milk during January, 
February, and March 1954. 

8. Announcement Da-—112 received March 15, 1954, from D. S. Anderson, Acting 
Director, Livestock & Dairy Division. 

We trust the above will give you the information necessary in this matter. If 
additional information is needed do not resitate to call on us. 

Yours truly, 


Ray C. Cavin. 


COMMUNITY CREAMERY 
Missoula, Mont., September 12, 1955. 
JAMES R, NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 
Dear Sir: In answer to your letter of August 24, 1955, we give you the follow- 
ing information. 
|. Community Creamery did not sell cheese to Commodity Credit Corporation 
previous to Mareh 1954. 
~. None of the 56,236 pounds of cheese would have been sold to Commodity 
Credit Corporation. 
We trust the above will give you the information needed. 
Yours truly, 


Ray C. Cavin. 
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CONSOLIDATED DAtrRy Propucts Co., 
Seattle, Wash., July 8, 1955. 
INTERGOVERN MENTAL RELATIONS SUBCOMM ITTEE, 
House of Representatives, 
House Office Building, Washington, D. C. 
(Attention: Mr. James R. Naughton, counsel.) 

GENTLEMEN: This will acknowledge your letter of June 21 asking for in 
formation concerning the sale and repurchase of Cheddar cheese, which we are 
pleased to furnish. 

We will answer your letter by separate paragraphs referring to the numbered 
paragraphs in your letter. 

Question No. 1. Yes. 

Question No. 2. Yes. 


. / .. “a 


Date payment; Amount of 


Lot No. Date a Date S a 1 received such pay- 
sold repurchase from CCC ment 

23727 : | Mar. 30,1954 | Apr. 15,1954 | Apr. 21, 1954 $525, 82 
25604 --| Mar. 29, 1954 do do 3, 999. 77 
23661 ; do Apr. 9,1954 | Apr. 15, 1954 2, 597. 22 
23659 __ ..| Mar. 26, 1954 | ee Apr. 16, 1954 | 468. 5 
23692_ ad Mar. 29, 1954 do _do $59. 11 
23658 ; --| Mar, 26,1954 |_. lo do 553. 30 
23656 ene 6k heal 2 ee WS eds do. 1, 406. 56 

Total 10, 010. 34 


| 


Question No, 3. Our own warehouses at Seattle, Tacoma, Wash., and Portland, 
Oreg. 

Question No. 4. Consolidated Dairy Products Co. is fully owned by 45 co- 
operative dairy associations located in the Pacific Northwest. We, as a co- 
operative marketing association, handle sales of products for member associations 
as agents. Member associations are owned and controlled by dairy farmers; we 
remit full sales proceeds to the associations less actual cost of handling. 
| | | 

i 
| 


Date received from member 


y | } . tue ‘ . . rr associ: 
Lot No, association | Quantity Name of member association 
pers 
| ,0unds 
28727....-. February to March 1954_- | 30, 047 | Whatcom County Dairymen’s 
Association, 
23694. | June 1953 to March 1954... | 228, 559 | Do. 
23661 | May 1953 to March 1954__- 148,896 | Clark County Dairymen’s Co- 
| | operative, 
23659_. ee a ite | 26, 775 | Do. 
23692___ June 1953 to March 1954 | 26,235 | Whatcom County Dairymen’s 
Association, 
23658. __ |. a oh i 31,617 | Do. 
23656 May 1953 to March 1954 | 80,375 | Clark County Dairymen’s Co- 


operative, 





Question No. 5. All cheese is received uncured and production dates are ap- 
proximately the same as dates received. 

Question No. 6. Disposition was made to our regular customers throughout the 
period from April 1954, through December 1954, and cheese was removed from 
locations at the same time as sold. 

Question No. 7. No. Consolidated Dairy Products Co., does not manufacture 
Cheddar cheese. All supplies of Cheddar cheese are furnished by our member 
associations. 

Question No. 8. Information and announcement received March 22, 1954. 

Question No. 9. The purchase-resale program as operated by the Secretary 
of Agriculture was well conceived, well planned, and well operated. Without 
such a program dairy farmers who own this business would have suffered the 
complete market loss due to the Secretary’s action in reducing support prices 
from 90 percent of parity to 75 percent of parity on April 1, 1954. Dairy farmers 
supplying milk to our member associations received the full benefit from the 
Secretary’s action in purchasing and reselling under this program. If such a 
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program had not been instituted the decline in inventory values would of neces- 
sity have been passed on in lower paying prices for milk to dairy farmers and 
they would have suffered severely through the inauguration of a program over 
which they had no control. The Secretary of Agriculture is to be highly com- 
mended for having developed and carried through this purchase and resale 
program. 
Very truly yours, 
CONSOLIDATED Dairy Propucts Co., 
R. S. WAuttTz, President. 


_—_——— 


CoNSOLIDATED Datry Propvucts Co., 
Seattle 99, Wash., September 28, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

DeaR Mr. NauGHTON: This will acknowledge your letter of August 25, 1955, 
which was in answer to ours of July 8, 1955. We will answer in this letter the 
questions as numbered in your letter of August 25: 

Question No. 1. Yes. 

Question No. 2. Since this is a hypothetical question, it is impossible to give 
you a factual answer. Our answer, therefore, needs to be that we fully ex- 
pected to sell this cheese to CCC. As we remember it, CCC then had a resale ar- 
rangement and we would have expected to repurchase the cheese. 

Question No. 3. (a) We do not remember the announcement number but pre- 
sume that, as you stated, it was Da-100. This cheese could have been repack- 
aged by us so that we believe it would have met the requirements. 

(b) The value of the worth of cheese is a supposition until it is sold. We 
were attempting to sell at that time at a price higher than 37 cents per pound. 

(c) We believe that all of the cheese was sold at a price higher than 37 cents. 
None was used for processing. 

Yours very truly, 
CONSOLIDATED Datry Propucts Co., 
R. S. WaAxtz, President 


Tue Cupany PACKING Co., 
Omaha, Nebr., July 15, 1955 
JAMES R. NAuGHTON, Esq., 
Intergovernmental Relations Subcommittee of the Committee on Govern- 
ment Operations, 
House Office Building, Washington, D. C. 

DeAR Str: In accordance with your letter of June 21, 1955, the following infor- 
mation is respectfully submitted : 

Inquiry No. 1: The letter states that the Cudahy Packing Co., sold and 
repurchased from CCC 977,517 pounds of cheese during the March and April 
1954 period. According to the company records, the amount was 967,119 pounds. 

Inquiries Nos. 2, 3, 4, 5, and 6: This information is contained in an attached 
exhibit. 

Inquiry No. 7: The company did purchase manufacturing milk during January, 
February, and March 1954. 

Inquiry No. 8: The company does not have a record of the date it received 
announcement Da-112 or information as to its contents. However, it is believed 
that the information was received on or about March 10, 1954, from the National 
Cheese Institute and from the United States Department of Agriculture 

Inquiry No. 9: This purchase-resale program, while reducing losses somewhat, 
did not result in any profit for industry. The program did result in reducing 
handling costs on the part of the Government and benefited consumers by keeping 
cheese in commercial channels. It should be noted that only grade A Cheddar 
cheese, in sizes from 10 to 85 pounds, could be offered Cheese of other sizes, 
cheese of a lower grade, and other varieties of cheese were not covered under the 
program. In addition, cheese of less than earlots could not be offered. Because 
of thes@ exclusions and the fact that cheese in transit, and the like, could not be 
offered, handlers could not avoid losses. 

Very truly yours, 
DatTRY AND PouLTRY Drviston, 
J. J. ONetitt, General Manager. 
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| 


| 
Type of cheese ——- Weight 
tity 


Date pay- 
ment re- 
ceived | 


| Amount of 
payment 


Date sold Date re- 
to CCC purchased 


20-pound rindless blocks.....| 1,744 34, 880 Mar. 22,1954 | Apr. 1,1954 | May 18,1954 $959. : 
40-pound rindless blocks_._.. 5 | 25,490 | 23, 1954 J . June 7,1954 | 
Daisies___- : 901 | 20, 284 26, 1954 |....-do......_.| Apr. 16, 1954 

Cheddars ; sainibal’ 30, 710 |_....do- os as -do-_- 


| 30, 305 | aoa So td : do 
| 28,226 | Mar. 29, 1954 — May 19,1954 


State daisies. - -- . ‘ cacaihe May 18, 1954 1, 


Daisies_- . : A y 30, 276 


28, 976 


50, 042 a E is | May 24, 1954 | 


40.618 |.:..-@0::-... .do.. May 28,1954 | 1, 


Longhorns. .-____- = 36, 663 | Mar. 30, 1954 |___- .| May 18, 1954 1, 


Colored herks__- , at 24, 150 ~ piss ey aekicis 


Daisies 20, 481 do May 19, 1954 | 


18, 893 LR sd chen. 
Family twins-.--_-- ,@2¢ | 30,551 | Mar. 31, 1954 |.....do_-_..- 


Ban ecieks eecenndecceneneel ON i a ea Midst 


i clhccnini sttdiaesndanecait 23, 400 | .-.-d0.......| June 2, 1954 


Family twins. .........- 2 , 213 | 28,047 |__- aus wad May 18, 1954 


24, 139 


26, 874 





PURCHASE 


Location of cheese 


ow Cheese Co., 
Fond du Lae, Wis. 


ithern Ice Co., 
Lexington, Ky. 

idahy Packing 
Co., Neosho, Mo. 


ao 


a a“ 
ow Cheese Co., 
Fond du Lae, Wis. 


Cheese Co., 
mynd du Lae, Wis. 


idahy Packing 
Co., Neosho, Mo. 
lahy Packing 
Co., Washington 
Courthouse. 
\ towoe Refrig- 
tion. 
itowoe, Wis. 
Ice & 
orage, Fond du 


Cheese Co., 
id du Lae, Wis. 
lee & Cold 
rage, Fond du 


Cold. 


| 


RESALE 


Firm from which purchased 


Blue Ribbon Dairy Co-op, 
Vatertown, Wis. 
Koro Creamery Co., 
lin, Wis 

Produced by Cudahy Pack- 
ing Co., Harrodsburg, Ky 

Prairie City Cheese Fac- 
tory, Prairie City, Mo 

Wimmer Prodects, Inc 
Springfield, Mo 

do 

Koro Creamery 
lin, Wis. 

Fairwater Creamery, Fair- 
water, Wis. 

Oak Hill Cheese Co., Water- 
town, Wis. 

Atwater Cheese 
Atwater, Wis 

Burr Oak (¢ 
Juneau, Wis. 

Koro Creamery, Berlin, Wis 

Oak Lawn Creamery Co., 
Eldorado, Wis. 

Alfred Seiler, Eldorado, Wis 
Wis. 

Burr Oak Cheese Co... 

Oak Hill Cheese Co 

Koro Creamery 

Alfred Seiler tat 

Fairwater Creamery 

Burr Oak Cheese Co 

Oak Hill Cheese Co 

Koro Creamery 

Fairwater Creamery 

Alfred Seiler aa 

Oak Lawn Creamery Co-_-.- 

Produced by Cudahy Pack- 
ing Co., Tompkinsville, 
Ky. 

Cudahy Packing 
Harrodsburg, Ky. 
Cudahy Packing 
Lafayette, Tenn. 
Fred Heim (Portland Fac- 
tory), was Clyman, now 
Lowell, Wis. 
Wuethrich Bros., 

town, Wis. 
Alfred Seiler. - 
Western Cheese Corp., Kiel, 
Wis. 
Midwest Creamery, Plym- 
outh, Wis. 
Blue Ribbon Dairy Co-op, 
Watertown, Wis. 
Ridge Road Cheese Factory, 
Fond du Lac, Wis. 
Western Cheese Corp. 


Ber- 


Co., Ber- 


Factory, 


*heese Co., 


Co. 


Co., 


Doyles- 


Produced by Cudahy Pack- 
ing Co., Washington 
Courthouse, Ohio. 

Ridge Road Cheese Factory 


Western Cheese Corp. 
.do 


Fairwater Creamery Co 


Ridge Road Cheese F 
Western Cheese Corp 


actory 


Ridge Road Cheese Factory 


Western Cheese Corp 
Ridge Road Cheese Factory. 


Western Cheese Corp. 


Amount 


TRANSACTIONS 


pur- 


} 
Chased 


34, 


} 


020 


860 


, 490 


710 


305 


663 


&, 5 


20, 


18, 


, 944 


, VO2 


400 


12, 162 


RSS 
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Date of lisposi- 


Approximate date 


tion after re- 
of production eed 


purchase ? 


July-Nov. 1953 


July 1953 Do 


Dec. 1953—Jan. 1954 Apr.-May 1954, 


Oct. 1953-Jan. 1954 June 26, 1954. 


Feb. 1954-Mar. 1954 Processing June 
12, 1954.3 
Do 


June 1954, 


Mar 
July 


1954 
Aug 


1952 


Apr 


June, July, Nov. 1952 Do 


Sept. Nov. 1953__. Apr. 1954. 


Nov.-Dec. 1953 Do. 


Nov. 1953 


do ss 
Nov.-Dee. 1953 
Dec. 1953 


Dec. 1953, 
» do 
do 
Jan. 1954 
Dec. 1953, . 
....do 
Jan. 1954 
do 
do 
_do 
..do 
Oct 1953 
Feb, 1954, 


throug! 


Jan. through 
1954. 


wcsnatn 


Dec. 1953-Feb. 1954___- 


css 


Ns 
Oct.-Dec. 1953_...- 


Oct. 1953 


Nov.-Dee. 1953_- 1954-A pr. 


_do oiiieiea 
Dec. 1953... 

do__- ‘ 
March 1954___- 
Oct. 1953 through 
Feb. 1954. 


May through June 


ag 
May 
1953. 


through July 


July-Aug. 1952 
May-June 1953 
j 


June 1954—-Mar. 
1955 
do Do 
Aug. 1953 Nov 
1955 
Do 


July- Aug. 1953_- 


1954-Mar 


do 





PURCHASE 


Quan- 


Type of cheese : 
lype of chee tity 


Family Twins—Continued 1, 127 


De arecsicnieas wiisseaaneuianied 1, 100 


UD ci dalcieciebetaaetaiate Siac 1, 456 
IE a anne tnitive | 735 
I i ea ll | 1,260 

SE eS AEN Te 1, 294 

| 

BO cs moti uaiankis ous cneue 1, 322 

| 

Oa ct ce ee eae i} 1,300 
ge 978 


NN a aa a ls 920 | 2% 


RESALE TRANSACTIONS 





Mar. 31, 1954 


cule tac ciake: 














Date re- 
purchased 


Apr. 1, 1954 


senile wine 


ceases wecah 


ee 
jae ‘ 
rede do me 
o do eco 
do 


i). a eet e waka 


a newt 


ieeeoiee i ‘aiid 





















OF CCC 


May 18, 1954 











Location of cheese 


West Ice, ete.—Con. 


_do- 


W uethrich 


Doylestown, Wis. 


Dow Cheese 


Fond du Lac, Wis. | 


do- 
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Firm from which purchased 


Ridge Road Cheese Factory. 
Western Cheese Corp 
Ridge Road Cheese Factory. 
Western Cheese Corp 
Dane Cheese Factory, Dane, 
Wis. 
Lake Maria Cheese Factory, 
Markesan, Wis. 
| York Center Cheese 
tory, Marshall, Wis. 
| Token Creek Cheese 
tory, DeForest, Wis. 
Fall River Cheese Factory, 
Fall River, Wis. 
Dane Cheese Factory 


Bros., 


Fac- 


Fac- 


| Fall River Cheese Factory 
Lake Maria Cheese Factory 
Token Creek Cheese Fac- 
| tory. 
York Center Cheese 
tory. 
North 


Fae- 

Leeds Cheese Fae- 

| tory, Arlington, Wis. 
Windsor Bristol Cheese 

Factory, Sun Prairie, 

| Wis. 

Midwest Creamery, Plym- 
outh, Wis. 

| Western Cheese Corp 
Oak Hill Cheese Co 

|} Burr Oak Cheese Factory. 

| Atwater Cheese Factory. 

| Fairwater Creamery Co 

| Banner Cheese Factory, 

Waupun, Wis. 

| Oak Lawn Cheese Factory, 

| El Dorado, Wis. 

| Koro Creamery Co-- 
Oak Lawn Cheese Factory- 
Banner Cheese Factory - 
Koro Creamery Co_- 


Co., 


Fairwater Creamery Co--..-.| 


|} Oak Hill Cheese Co. ' 
Burr Oak Cheese Factory. 
.| Oak Hill Cheese Co 
| Koro Creamery Co 
Fairwater Creamery Co 
Burr Oak Cheese Factory. 
Banner Cheese Factory 
Burr Oak Cheese Factory- 


Koro Creamery Co. 
Oak Hill Cheese Co 
| Ridge Road Cheese Factory- 


Blue Ribbon Dairy Coop- -- 
| Western Cheese Corp | 
Ridge Road Cheese Factory- 
Blue Ribbon Dairy Coop. 
Ridge Road Cheese Factory- 


Blue Ribbon Dairy Coop... 


| 
Amount 
pur- 
chased 


Approximate date 
} of production ! 


| 
16,813 | Oct.-Nov. 1953_- 
10, 395 
14, 319 | 
12, 049 | 
13, 484 


| do 2 oo 
| Nov.-Dee. 1953_..- 


, 844 do 


..do 


.do 


1953 
1954, 


through 


Ciican 


Dec. 
through 
do > 
Dec, 1953--- 
do 
.do 
_do 


HAO oni 


1952, 
Dec. 


July 
1953. 


i 


oS ei sia 
Dec. 1953-Jan. 1954_. 
..do 
_do 


do. =o 
Feb.-Aug. and Sept. 
1953. 


do . 
Aug. 1952, Sept. and 
Oct. 1953. 
a 
Dec. 1952-Jan. 1953_. 
do 
do. 
December 1952_- 


A incite 


435 


Date of disposi- 


tion after re- 
purchase 2 


Feb.-Apr. 1955. 
Do 
Do. 
Do 
Apr. 17-May 
1954, 
Do. 


Do. 
Do, 
Do. 


Apr. 17-May 
1954. 
Do. 
Do. 
Do. 


Do, 
Do, 


Do. 


Apr.-Nov. 


Do 
April 1954. 
Do. 
Do. 
Do. 
Do, 


Do. 


Do. 
Do. 
Do. 
Do. 
Do. 
Do 
Do. 
May 
Do 
Do 
Do. 
Do. 
Apr.-June 


Apr 


Do. 
Do 
Apr. 1954-Feb. 
1955. 
Do. 
April 1954. 
Do. 
Do 
Apr. 1954-Apr. 
1955. 
Do. 


l, 


l, 


1954, 
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THE CupDAHY PACKING Co., 
Omaha, Nebr., September 23, 1955. 
JAMES R. NAUGHTON, Esq., 
Intergovernmental Relations Subcommittee of the 
Committee on Government Operations, 
Washington, D. C. 


Dear Sir: In accordance with your letter of August 26, 1955, the following 
information is respectfully submitted : 

Inquiry No. 1: The Cudahy Packing Co. did sell cheese to the Commodity 
Credit Corporation before March 1954. 

Inquiry No. 2: This is a hypothetical question. We were not faced with this 
problem at the time, and it is impossible now to say what we would have done. 

Inquiry No. 3: (a) Approximately 173,000 pounds of the 967,119 pounds, on 
which we received payment under Da-112, met size and packaging specifications 
of announcement Da—100. 

(b) Approximately 450,000 pounds of the 967,119 pounds of cheese on which 
we received payment under Da-—112 was worth 37 cents per pound or more in 
April 1954. 

(c) Approximately 515,000 pounds of the 967,119 pounds of cheese on which 
we received payment under Da—-112 was worth less than 37 cents per pound in 
April 1954. About 90,000 pounds was used in processing operations, and the 
processed cheese was sold at approximately 33% cents per pound. About 
425,000 pounds was sold at approximately 35% cents per pound. 

Very truly yours, 
C. L. LUNDGREN, 
Dairy and Poultry Division. 





Datry Bett CHEESE & BuTTER Co., 
Spencer, Wis., July 9, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
Washington, D. C. 

DEAR Str: In response to your letter of June 22, we give you herewith infor- 
mation requested pertaining to Da-112, Sale and Repurchase of Cheese During 
March and April 1954. 

Question No. 1. We sold and repurchased 411,773 pounds. 

Question No. 2— 





Cheese sold to CCC Date repurchased Date payment received Amount of 
payment 

Mar. 25, 1954__-- DE II acs anciic caw i Apr. 19, 1954..... ‘ 3 $3, 305. 80 

Do-- aig aa aw SS ear a i a - ; 5, 116.07 

Mar. 31, 1954___- een cc ce aioe | Apr. 30, 1954.-_._.. } 2, 062. 88 

PON geo PED, 19K ais nn css ens SOF By OP eians Se 839. 05 





for- 


ring 
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Question No. 3. All of the cheese was stored at our warehouse at Spencer, Wis. 


Questions Nos. 4 and 5— 


Purchased from— 


Edelweis Co-op, Dairy, Stratford, 
Wis. 


Farmers Pride Co-op, Stetson- | 


ville, Wis. 


Pioneer Cheese Factory, Strat- | 


ford, Wis. 

Lone Star Cheese Factory, Thorp, 
Wis. 

Holton Cheese Factory, Abbots- 
ford, Wis. 


Cjoverhill Dairy, Stratford, Wis_- 


Welcome Dairy, Colby, Wis._--- 


Pleasant View Cheese Factory, 
Loyal, Wis. 

Golden Star Co-op Cheese Co., 
River Falls, Wis. 

Longwood Cheese Factory, Curtis, 


W is. 


Cloverdale Cheese Factory, 
Colby, Wis. 


Lynn Dairy, Granton, Wis. _- 


Mill Creek Cheese Factory, 


Marshfield, Wis. 


Ic Lagan Bros, Creamery, Brush, 


Colo, 

Produced by Riverside Cheese 
Factory, Greenleaf, Wis. Un- 
ible to locate information from 
whom purchased. 


Oct. 25, Nov. 1, 22, 29, : 


Produced during the 
week of— 


Jan. 10, 17, 24, 31, Feb. 7 and 
14. 

Jan. 3, 10, 17, 24, 31, Feb. 17 
and 14, 
__.do 


Jan, 3, 17, 24, 31, Feb. 7 and 
Jan, 10, 24, Feb. 9 and 14 


Jan, 3, 10, 17, 24, 31, Feb. 7 
and 14. 

Oct. 11, 18, 25, Nov. 1, 1 
Jan, 3, 10, 17, 24, Feb. 
and 14. 


Dec. 6. 
Jan. 1, 10, 24, 31, and Feb. 7 


Sept. 13, Oct. 11, 18, 25, | 
, Dec. 6, | 
13, 20, 27, Jan. 3, 10, 17, 24, 
Mar. 7, 14, and 21. | 
Nov. 22, 29, Dec. 20, Jan. 10, 
17, 24, 31, and Feb. 15, 


Jan, 1, 7, and 24_ 

Sept. 13, Oct. 18, 25, and 
Nov. 1, 

Nov. 1, 8, and 15_.- 


June 1 and 7 


Purchased during 


Am 
week of— Amount 


Pounds 
Jan. 10, 17, 24, 31, Feb. 7 and 19, 056 
14. 
ee 15, 92614 


19, 36934 


Jan. 10, 17, 24, 31, and Feb. 9, 092 
14. 
I es - 9, 317 


Jan. 3, 10, 17, 24, 31, Feb. 7 | 27, 446% 
and 14, 

Oct. 18, 25, Nov. 1, 5, 2% 
Jan, 10, 17, 24, 31, Feb. 
and 14, 

Nov. 1, 22, and Dee, 6_..- 


Jan. 10, 17, 24, 31, and Feb 
14, 

Sept. 13, Oct. 18, 25, Nov. 1, 
15, 22, 29, Dec. 6, 13, 20, 
27, Jan. 3, 10,17, 24, Mar. 
7, 14, and 21, 

Nov. 29, Dee. 20, 27, Jan. 
10, 17, 24, 31, Feb. 7, and 
14, 

Jan, 17 and 31. 

Sept. 13, Oct. 18, 25, and 
Nov. 1, 

Nov. 23-.-. 


Question No. 6. Repurchased cheese was sold to the trade either in its original 


size, or was cut into smaller sizes, or blended into process cheese. 


The cheese 


remained in our warehouse until it was all sold during an approximate 3-month 


period. 


= 


Question No. 7. We did not purchase manufacturing milk during January, 


February, or March 1954. 


Question No. 8. We do not have any date stamped on our announcement Da-112 
but believe we received it about the 15th of March from the Department of 


Agriculture. 


Question No. 9. In connection with your question No. 6, we wish to point out 
that all cheese which we purchased under the so-called sale-repurchase program 
was sold on the basis of the lower support price which became effective on April 


1, 1954. 


benefit financially from this program. 
If we can be of further service in connection with your investigation, please 


feel free to write us. 
Yours very truly, 


We mention this because we want to make it clear that we did not 


K. D. GRAVES. 
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Datry BELT CHEESE & BUTTER Co., S 
Spencer, Wis., September 7, 1955. 
JAMES R. NAUGHTON, A 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

DeEAR Sir: This will acknowledge receipt of your letter of August 23 and give = 
you herewith the information requested. 

1. The Dairy Belt Cheese & Butter Co. sold cheese to the Commodity Credit # 
Corporation prior to March 1954. 

2. Under the outlined circumstances, we believe that the Dairy Belt Cheese \ 
& Butter Co. would have sold the entire amount to the Commodity Credit : 
Corporation. 

3. (a) A total of 75,000 pounds were packaged in accordance with specifica- 
tions. 

(b) None of the cheese was worth 37 cents per pound inasmuch as it could 
have been replaced for less. 


(c) Selling prices during April were approximately 33%, 35% 3614, 37% ' 
up to 44% cents per pound. The variation in prices was due to the type of 
cheese sold. In other words, the lower price covered the cheese after it was 
processed ; other prices were for small styles; while the higher prices covered : 
cheese not sold in its original form, but cut into smaller sizes. The higher - 
prices reflects the additional labor for wrapping and packaging, material costs, 
and shrinkage from cutting. 
We sincerely trust the above information will be of value to you. 
Yours very truly, A 
K. D. GRAVES. h 
C 
DAIRY COOPERATIVE ASSOCIATION, 
Portland, Oreg., June 30, 1955. 
JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 
DEAR Mr. NAUGHTON : In answer to your letter of June 23, 1955, the information 
you called for is enclosed herewith. 
Sincerely yours, 
WILL W. HEnNry, General Manager. M 
1. The correct amount of cheese sold to the CCC was 420,830%4 pounds. 
2. Contract No, ASPM(FX) 23689: 
Date of sale, March 26, 1954 , 
Date of repurchase, April 1, 1954 
Payment received, May 5, 1954 ’ 


Amount of payment, $499.10 
Amount of cheese, 28,520 pounds 
Contract No. ASPM(FX) 23811: 
Date of sale, March 30, 1954 D 
Date of repurchase, April 8, 1954 
Payment received, May 5, 1954 
Amount of payment, $1,429.77 
Amount of cheese, 81,7011%4 pounds 
Contract No. ASPM(FX) 23810: 
Date of sale, March 30, 1954 
Date of repurchase: 
Certificate C-161996, April 9, 1954 
Certificate C—161991, April 5, 1954 
Certificate C-161994, April 9, 1954 
Certificate C—161995, April 5, 1954 
Certificate C-161969, April 2, 1954 
Certificate C-161993, April 9, 1954 
Certificate C—161971, April 2, 1954 
Certificate C-161977, April 2, 1954 
Certificate C-36301, April 5, 1954 
Certificate C—161970, April 2, 1954 
Certificate C-161972, April 2, 1954 
Payment received, May 7, 1954 
Amount of payment, $5,435.67 
Amount of cheese, 310,6091%4 pounds 
Certificate 1619871, April 2, 1954 
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c 

3. The cheese was stored at 1313 Southeast 12th Avenue and 2720 Southeast 
Sixth Avenue, Portland, Oreg., during the time of sale and repurchase. 

4. The total amount of cheese was manufactured by the Dairy Cooperative 
Association. 
5. The aging of the cheese runs from March 1953, to March 1954. 

6. The disposition of the cheese is made through our marketing agency, Con- 
solidated Dairy Products and also our own Maytiower milk distribution outlet. 

7. The Dairy Cooperative Association did purchase manufacturing milk during 
January, February, and March, 1954. 

8. Announcement OA 112 and information as to its contents was received 
March 25, 1954, from T. EF. Fallihee, officer in charge, Dairy Division, Inspection 
and Grading Branch, Portland, Oreg. 


DAIRY COOPERATIVE ASSOCIATION, 


Portland, Oreg., December 9, 1955. 
Mr. JAMES R. NAUGHTON, 


Counsel, Committee on Government Operations, 
House Office Building, Washington, D. C. 

GENTLEMEN: Your letter to Dairy Cooperative Association of August 25, has 
been referred to me by Mr. Goggan, office manager, for reply. 

No. 1—‘‘Did Dairy Cooperative Association ever sell cheese to the Commodity 
Credit Corporation before March 1954?” 

Answer: Only indirectly through Consolidated Dairy Products Co., 635 Elliott 
Avenue, Seattle, Wash., our sales agency. 

The reason for the direet sale in March was because of the deadline which 
had to be met. There was not time to go through regular procedure through 
Consolidated. 

No. 2.—Answer: None. 

Sincerely yours, 
DAIRY COOPERATIVE ASSOCIATION, 
WILL W. HENrRy, General Manager. 


L. Dartcn & Co., INC., 
Brona, N. Y., June 21, 1955. 
Mr, JAMES R, NAUGHTON, 

Counsel, Intergovernmental Relations Subcommittee, Committee 
ernment Operations, House Office Building, Washington, D. OC. 

Dear Mr. Naveuton: This is to acknowledge receipt of your letter of June 


18, with reference to your subcommittee’s study of 1954 CCC cheese transactions 
under announcement DA-112. 


on Govr- 


We submit herewith the information requested, to the best of our knowledge 
and belief : 


Question No. 1—The amount of 130,504 pounds listed by CCC as sold and re- 
purchased by us is correct. 
Question No. 2.— 


| | } 
| Difference 
| Purchase and between 
te offered | Date accepted | Date billed sale contract ig purchase | Amount 
} | | No. and sale 


price at 


Pounds 
22,1954 | Mar. 23,1954 | Apr. 28,1954 |A2CS(FFS)11 29, 063 $0. 0175 $508. 60 
Mar. 26,1954 | Mar. 29, 1954 do A2CS(FFS)51 | 65, 464 0175 | 1, 145, 62 
I 31,1954 | Mar. 31, 1954 .do......-.;A2CS(FFS)119 | 35, 977 .0175 629. 61 


130, 504 2, 283. 83 
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Questions Nos. 3, 4, and 5— 


Purchase and sale Kind and where stored | Purchased from, date, and where produced 
contract No. | 


A2CS(FFS)11.......| 739 boxes colored flats at own | Subsidiary company, Dan Franklin Dairies, 
| warehouse. | Inc., Fort Plain, N. Y., July 3-20, 1953. 
A2CS(FFS)51 1,670 boxes colored flats at Bronx | 2 lots own at Lowville, N. Y., July 10-Aug. 6, 
Refrigerating Co. 1953; 2 lots from subsidiary at Fort Plain, 
| N. Y., July 10-14, 1953. 
A2CS(FFS)119 1,797 boxes colored daisies and | 4 lots own at Lowville, N. Y., May 27, 1953 
picnic twins at Bronx Refrig- Feb. 15, 1954; 8 lots from subsidiary at Fort 


erating Co. Plain, N. Y., July 10, 1953-Feb. 15, 1954. 


Question No. 6. After repurchase from CCC, the cheese was gradually with 
drawn from warehouses and distributed principally through the retail stores 
of our parent company, Daitch Crystal Dairies, Inc., from about May to De- 
cember 1954. 

Questien No. 7 L. Daitch & Co., Inc., and its subsidiary companies did pur 
chase manufacturing milk during January, February, and March, 1954. 

Question No. 8. Information about the USDA dairy price transition plan was 
first noted in Urner Barry’s Producer’s Price Current of Monday, March 8, 1954 
The official announcement Da-—112 dated March 9, 1954, was received by us 
on March 12, 1954, from Don 8S. Anderson, Acting Director, Livestock and Dairy 
Division, USDA. 

Question No. 9. In view of an announcement early in 1954 that support prices 
for dairy products would be lowered effective April 1, 1954, we feel that it was 
fair for the Federal Government to reduce the loss we had to sustain on inven- 
tories of cheese manufactured and carried from 1953, the previous year’s higher 
price-support program. 

I trust that the above information is in proper order. 

Sincerely yours, 
L. Dattscu & Co., INC., 
A. J. Dusin, Secretary and Treasurer. 


L. DaitscH & Co., INc., 
Brona, N. Y., August 10, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House Office Building, Washington, D. C. 


DEAR Mr. NAvuGHTON: This is in reply to your letter of August 3 with reference 
to your subcommitee’s study of 1954 CCC cheese transactions. 

The answer to question 1 is “Yes.” We did sell cheese to the Commodity 
Credit Corporation before March 1954. 

The answer to question 2 is “No.” The cheese referred to was cured by us 
for resale, and would not have been sold to CCC if it could not have been 
repurchased. 

I trust that the above information is in proper order. 

Sincerely yours, 
L. DartcH & Co., INC., 
A. J. Dupin, Secretary and Treasurer. 





JULY 19, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

DEAR Mr. NAUGHTON: Replying to your inquiry of June 22 relative to trans 
actions with the Commodity Credit Corporation during March and April of 1954, 
we list the following answers to questions submitted by you. 

1. The amount of cheese sold to and repurchased from CCC is correct as 
listed 36,860 pounds. 

2. Cheese was sold to CCC on March 16, and was repurchased on March 1° 
subject to no use of this stock until April 1. *ayment was received on May 3 
in the amount of $1,013.65 covering the one lot of cheese sold. 


th 


Vii 


ao 


Mi 


Mi 
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3. Cheese was stored at Woody’s Cheese Co. Public Storage, 200 North Broad- 
way, Green Bay, Wis., at the time of sale and repurchase. 

4, Cheese was purchased from Woody’s Industries from July 1953 to February 
1054. 
5. The Woody’s Industries cheese was manufactured in July 1953 and January 
1954. 

6. The Woody’s Industries cheese sold to Woody’s Cheese Co. during April, 
May, and June 1954. 

Co ea 

8. Announcement Da-—112 was received approximately March 15 from the Com- 
modity Stabilization Service, Livestock and Dairy Division, Washington 25, 
D. C. 

9. No comment. 

Very truly yours, 
C. M. DENISSEN. 


CHADEK, CORNELISEN, DENISSEN, FARRELL & KRANZUSH, 
Green Bay, Wis., July 25, 1955. 
Re C. M. Denissen 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Committee, 
House Office Building, Washington, D. C. 


DEAR Siz: On July 18, 1955, in reply to your inquiry of June 22 relative to 
transactions with the Commodity Credit Corporation, the Woody Cheese Co. 
prepared and submitted to you the information asked. 

The letter indicates that sales of cheese and repurchase thereof were made 
by C. M. Denissen. The sales and repurchases reported were made by the 
Woody Cheese Co. or Woody’s Industries. 

C. M. Denissen is interested only in assisting Woody Cheese and Woody Indus- 
tries in financing the purchase of cheese. The Woody Co. selects the cheese, 
makes all arrangements for the storage of the cheese in a public warehouse, for 
the removal there from public storage, pays all storage rates and has general 
control and supervision thereof. The cheese is placed in the name of the indi- 
vidual, only, as collateral to the loan of the Woody Cheese Co. 

©. M. Denissen has no connection with or interest in the Woody Cheese Co., nor 
does he buy or sell cheese. 

C. M. DENISSEN. 

P. S. Copy to Woody Cheese Co., Waupaca, Wis. 


Woopy’s CHEESE Co., 
Waupaca, Wis., September 2, 1955 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives, Washington, D. C. 

DEAR Mr. NAvUGHTON: This will reply to your letter of August 26 in further 
reference to information furnished by Mr. C. M. Denissen relative to the 36,860 
pounds of cheese offered by us to CCS. 

The answer to question No. 1 is none. 

Yours very truly, 
C. E. Woopy. 


DAIRYLAND COOPERATIVE ASSOCIATION, 
Juneau, Wis., July 15, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, House of Representatives Intergovernmental Relations 
Subcommittee, 
House Office Building, Washington, D. C. 

DEAR Mr. NAUGHTON: We are submitting the following information as re- 
quested in your letter of June 23, 1955, regarding the study which your com- 
Inittee is making of cheese transactions of the Commodity Credit Corporation 
during March and April of 1954. 

Che figure of 175,000 pounds of cheese quoted in your letter is correct. 
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This cheese was sold to the Commodity Credit Corporation on March 29, 1954, 
and repurchased on April 9, 1954. We received the difference between the selling 
price and repurchase price on the following dates: May 19, $825; May 17, $3,300; 
May 25, $687.50. 

This cheese was stored at our plant in Waterloo, Wis., at the time of sale 
and repurchase. 

All of the cheese which was involved was manufactured by our association 
and was originally produced during the period between May of 1953 and March 
of 1954. 

We are in the business of packaging cheese in consumer-size packages and 
the cheese involved in the transactions being discussed was packaged and sold 
by us through our regular trade channels during the balance of 1954. In con- 
nection with this operation it is necessary for us to supply eheese of various 
ages and this accounts for the fact that some of the cheese which was involved 
in the transaction was manufactured as early as May of 1953. 

Our association purchased from its producer members milk during the months 
of January, February, and March, 1954 as well as in all subsequent months to 
date. 

The information which was the basis for our entering into this transaction 
was the official Government announcement which we received sometime during 
the latter part of March 1954. 

Because of the length of time which ordinarily elapses between the time the 
cheese is manufactured and prior to the time that it can be graded and offered 
for sale under the Commodity Credit purchase program we feel that the program 
which is presently being studied was fair in the light of its original intention to 
support the price of milk to producers at a certain level during a certain period 
of time. Had it not been possible to sell this cheese at the old support prices it 
would have been necessary to reflect lower prices to producers for cheese which 
was produced out of milk during the latter part of March 1954. 

I believe the above information answers the questions which you asked in your 
letter. However, if you need further information please do not hesitate to 
contact me. 

Very truly yours, 
Ernst W. HEsskgE, General Manager. 





DAIRYLAND COOPERATIVE ASSOCIATION, 
Juneau, Wis., November 28, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D.C. 


Dear Mr. NAUGHTON: This is to acknowledge receipt of your letter of August 
24, 1955. On numerous occasions prior to March of 1954 our association sold 
cheese to the Comodity Credit Corporation. Such sales were made out of our 
plants located at Waterloo, Wis., and Wyocena, Wis. 

It is difficult for me to provide an answer to question 2 of your letter because 
the question is based on a set of conditions which were not actually in affect. Our 
offers tu sell products were made in good faith in accordance with the announce- 
ments made by the Commodity Credit Corporation and it was not necessary for 
us to make a determination as to whether or not we would have acted as we did 
had the CCC specifications been other than what they were. 

If you desire further information on this matter I would appreciate it if you 
would furnish me with a copy of announcement Da—100 and Da-—112. 

Very truly yours, 
Ernst W. HEsskE, General Manager: 


N. DorMAN & Co., INC., 
New York, N. Y., June 28, 1955. 
INTERGOVERN MENTAL RELATIONS SUBCOM MITTEE 
OF THE COMMITTEE ON GOVERN MENT OPERATIONS, 
House Office Building, Washington, D. C. 
(Attention : James R. Naughton, counsel. ) 
DeAR Str: The following information is submitted as per your request. 
1. 44,89814 pounds. 
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» Sold to CCC March 31, 1954. Repurchased by N. Dorman & Co., Inc. (New 
York) April 1,1954. Payment was received from CCC June 14, 1954, amounted to 


le 
Cheese stored at 73 Hudson Street at time of sale and repurchase. 

{1 Cheese purchased from: Trier Cheese Co., 2,000 boxes Wisconsin State 
brand midgets, 24,283 pounds; DeKalb Creameries, Queens Farms New York State 
flats, 550 boxes, 20,615% pounds, total of 44,89814 pounds. 

5. 1953: May, November, and December. 

6. Sold to local trade in small quantities—cheese was moved in approximately 
6 months. 

4. NO 

8 We received announcement Da-112 March 25 in answer to our letter of 
March 17, 1954. 

9, None. 

We hope this information will help you in your survey and be assured of our 

est cooperation in any further questions you may desire answered. 


Victor DorMAN. 


N. DormMAN & Co., INC., 
New York, N. Y., August 12, 1955. 
GRESS OF THE UNITED STATES, 
House of Representatives, 
Intergovernmental Relations Subcommittee of the Committee on Gov- 
ernment Operations, House Office Building, Washington, D. C. 
(Attention: James R. Naughton, counsel. ) 
Dear Str: In answer to your letter of August 3: 
No. 
”. None. 
Sincerely yours, 
N. DorMAN & Co., INc. (New York), 
V. DorMAN. 


FAIRMONT Foops Co., 
Omaha, Nebr., July 5, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee of the 
Committee on Government Operations, 
House Office Building, Washington, D. C. 

Drak Mr. NAuGHTON: Your letter of June 18, 1955, requesting information 
relative to our cheese transactions with the Commodity Credit Corporation, has 
been forwarded to me by our New York subsidiary, to which it was addressed. 

We are pleased to furnish the answers to the eight questions listed in your 
letter and in the order of listing, as follows: 

1. You reported 42,814 pounds of cheese as being sold to and repurchased from 
CCC. Our records indicate the amount as 42,798 pounds. The difference be 
tween the two figures results from the fact that when the subject cheese was 
actually weighed and graded by the Government grader, it netted out 16 pounds 
less than the amount offered to CCC. 

_2. The subject cheese was sold to CCC on March 31, 1954, and repurchased by 
Fairmont on April 1, 1954. The offer to sell was, of course, accompanied by 
the offer to repurchase in accordance with announcement Da-112. Net payment 
was received from CCC on May 3, 1954, in the amount of $748.96. 

3 All of the subject cheese was stored at our plant at 197 Scott Street, Buffalo, 
N. Y., both at the time of sale and the time of repurchase. 

_4. All of the subject cheese was manufactured by Fairmont in its plant at 197 
Scott Street, Buffalo, N. Y., This cheese was manufactured by us in the normal 


Picea of business to meet the needs of our regular customers for quality aged 
cheese, 


ion The subject cheese was produced by Fairmont at various times from March 
“1, 1953, through August 17, 1953. This cheese was produced from milk received 
from our regular sources as it became available in the normal course of business. 

6. The subject cheese was sold to our regular customers in normal course of 
business and, consequently, detailed information is not available as to specific 
dates of individual sales. 


75575—56——29 
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7. Fairmont purchased manufacturing milk during the months of January 
February, and March 1954, in accordance with our established practices as and 
when it was available. It has always been our policy to absorb surplus milk 
to the best of our ability. 

8. We received announcement Da-112 shortly after March 9, 1954, from USDA 
Commodity Stabilization Service, Dairy Division, Washington 25, D. C. We 
are on the regular mailing list for all such announcements. 

9. Without taking any position in respect to the Government's overall pric 
support program, we should like to point out that the CCC policies with respect 
to purchase and sale prices on price-supported dairy products were well estab- 
lished and known from prior experience. Accordingly, in order to avoid serious 
inventory losses we would undoubtedly have sold all eligible cheese to CCC prio: 
to the change in support levels and knowing their policy have planned to re 
purchase it subsequently at the lower price level. This is precisely what we 
did, except that both CCC and we were spared substantial transportation and 
storage expense which would have been incurred if CCC had been forced to mov 
the cheese into public storage and we to move it back. 

Another alternative to absorbing inventory losses would have been to sell al 
Cheddar cheese to the CCC prior to April 1, 1954, under the support program 
and temporarily withdraw from the cheese business. Obviously, such a pr 
cedure would have left CCC with substantially larger stocks of Cheddar cheese 
In light of the already burdensome surpluses, any action which would have re 
sulted in increasing them would, in our opinion, have been undesirable. 

We trust that the above answers are in accordance with your desires. Should 
you like any additional information, please feel free to direct your requests t 
this office. 

Sincerely, 
P. F. SEIGER, 
Financial Vice President 


FAIRMONT Foops Co., 
Omaha, Nebr., September 20, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee of the Committee 
on Government Operations, House Office Building, Washington, D. C. 
DEAR Mr. NAUGHTON: In reply to your letter of August 24, 1955, We submit 
the following information, numbered in accordance with the questions in your 
letter : 
1. Yes. Our Buffalo, N. Y., plant had sold cheese to the Commodity Credit Cor- 
poration before March 1954. 
2. Whether or not we would have sold any or all of the 42,798 pounds of cheese 
under entirely different circumstances than actually existed, becomes pure con- 
jecture at this late date. We hesitate to even try to formulate an answer. 
3. (a) All of the cheese sold to the Government under Da-112 met the size 
and packaging specifications under announcement Da-100. 
(b) All of the cheese sold and repurchased by us under Da—112 and sold by us 
in April was sold at 37 cents per pound or more. It should be noted at this 
point, however, that all of the subject cheese was either aged or in the process of 
aging and consequently, when sold, it carried a premium over the fresh market. 
(c) Not applicable. 
We trust that the above information meets your needs. If not, please do not 
hesitate to call upon us further. 
Very truly yours, 
P. H. SEIGER 


S. M. FLIcKINnGer Co., INc., 
Buffalo, N. Y., June 28, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

Dear Mr. NAUGHTON: Please pardon the delay in answering your inquiry of 
June 18. We have been trying to assemble the data and believe that what we 
have discovered will answer most of your questions in full. Unfortunately, the 
man who handled this transaction retired March 1 and I have tried to get it 
touch with him several times but without success. 
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nuary We have been in touch with the broker who sold us this cheese originally and 
as and he is trying to look up his records and should we discover any further informa- 


S milk tion we will forward it to you. We are sending what we have so that there will 
be no further delay. 
USDA (1) 33,826 pounds is the correct amount of cheese sold and repurchased. 


> We (2) Our records do not show the exact date on which this cheese was sold to 

ccc nor the exact date on which it was repurchased. We have in our possession 
| price- form CC125, which was prepared at Buffalo and certified by me as treasurer of 
respect the company that payment had not been received on June 3, 1954. We received 


estab- payment of $930.21 on June 17, 1954. 
serious (3) Our slip indicates that this cheese was stored at Plymouth, Wis. 


C prior (4) We believe this cheese was purchased from the Phenix Cheese Co. 

| to re- (5) Our recollection is that this cheese was produced in June and August 

hat we of 1952. 

on and (6) Our records are not clear on this question, but from time to time ship- 

O move ments were moved into our warehouse at Buffalo and disposed of through our 
retail customers. The last amount was moved into here the first week in January 

sell all 1955. 

rogram (7) The S. M. Flickinger Co. did not purchase any manufacturing milk during 

a pro- January, February, or March 1954. 

cheese (S) Do not know. 

lave re- (9) The sale of flat cheese through our type of distribution seems to be de- 


clining each year due to the following factors: (a) The growth of S-ounce cheese 
Should slices due to the heavy promotion by the various manufacturers and con- 


lests t venience to the housewife; (0) the increase in popularity of the 2-pound so- 
called cheese foods and cheese spreads; (c) the reluctance on the part of the 
independent retail grocer to buy flats of cheese, cut it up and prepackage it in 
t, his own store. 
ident. We trust that this information will give you substantially what you need. 
Assuring you of our cooperation. 
Very truly yours, 


i 
1955. G. W. FLICKINGER, Treasurer. 


nittee S. M. Fricxrncer Co., INc., 
D. 0. Buffalo, N. Y., August 26, 1955. 
. submit Mr. JAMES R. NAUGHTON, 
in your Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 
dit Cor: Dear Mr. NavuGHTON: In answer to your letter of August 24 following are the 
answers to your questions. 
f cheese (1) No. 


ure COD: (2) It is my considered opinion that the answer to this question would be 
r. “None.” As I outlined to your previously I am new in this department but what 
the size information I have been able to assemble from my associates I am quite sure that 


the answer would be “None.” 


ld by us If there is any other information you wish we will do our best to give it to you. 
| at “er Yours very truly, 

rOCcess 0 GLENN W. FLICKINGER, Treasurer. 
arket. 


e do not 
Fort WortH Pouttry & Eae Co. INc., 
June 23, 1955, 
SEIGER Mr. James R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 
1955. Dear Str: In line with request containing in your letter of June 18, we are 
attaching hereto the information requested covering the sale and repurchase of 

cheese through CCC. 

If there is any additional information needed, we will be very happy to furnish 
on request. 


irv if a 
iquiry Yours truly, 


what we 
itely, the 
to get in 


GRANT H. JOHNSON, 
Manager, Creamery Department. 
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1. Amount of cheese 36,149 pounds is correct. 
2. Cheese sold on March 31, 1954, and repurchased on April 1, 1954. We 
invoiced USDA on above quantity at 0.37 cents per pound, less same quantity 
at repurchase price of 0.3525 cents per pound for a difference of $632.61 and check 
for this amount was received on April 10, 1954. 
3. Cheese was located in our plant coolers at 715 East Ninth Street, Fort 
Worth, Tex. 
4. Part of cheese manufactured in our own factories at Round Rock, and Alice, 
Tex., balance purchased from Central Cheese Co., Marshfield, Wis., and Chain ‘0 
Lakes Co., Waupaca, Wis. 
5. Cheese was produced in January, February, March, 1954. Earliest dat 
January 20, latest date March 21. 
6. Cheese was sold through regular sales outlets during April 1954. 
7. Forth Worth Poultry & Egg Co. purchased manufacturing milk at chees 
plants owned by it in Round Rock and Alice, Tex., during January, February, 
and March, 1954. 
8. We received announcement of DA-112, on March 12, 1954, attached to a 
letter headed “Notice to Dairy Industry,” and signed Don S. Anderson, Acting 
Director, Livestock and Dairy Division. 


Fort WortH Pouttry & Eae@ Co., INc., 
Fort Worth, Tex., September 6, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C.: 
Replying to your letter of August 25, requesting certain additional information 
as outlined. 
Question No. 1. The Fort Worth Poultry & Egg Co. did sell cheese to the Com 
modity Credit Corporation prior to March 1954. 
Question No. 2. This presents an entirely hypothetical situation, and we di 
not know what we would have done had such a situation existed. 
Question No. 3. In view of the above, requires no answer. 
If we can furnish any further information, please feel free to call on us. 
Yours truly, 
GRANT H. JOHNSON, 
Manager, Creamery Department. 


FREMONT PACKAGING Co., INC., 

Weyauwega, Wis., July 15, 1955. 

JAMES R. NAUGHTON, date 
Counsel, Intergovernmental Relations Subcommittee, New 
House Office Building, Washington, D. C. Food 

th 


GENTLEMEN: We are very sorry that we have delayed in answering your letter 
v. 


of June 21. It has been our intention to get this information to you, however 
we have been very busy and the information you request will take considerable 
labor and overtime to compile. At this time we can confirm the following infor- 
mation. 
1. The amount of cheese purchased and resold is correct. 
2. The cheese was located at our plant in Weyauwega at the time of sale and 
repurchased. 
3. We did not purchase any manufacturing milk during January, February 
or March of 1954. 
We will do our very best to compile the balance of the information requested i! 
the next 2 or 3 weeks, however, we cannot promise anything definite at this 
time due to the fact that this is a very busy time of the year. 
Yours very truly, 


prog 
facts 
ichi¢ 


the ] 


F. TAywor, President 
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tL. We FREEMONT PACKAGING Co., INC 
lantity Weyauwega, Wis., September 12, 
1 check ERGOVERN MENTAL RELATIONS SUBCOMMITTEE, 


I 
Y 


House Office Building, Washington, D. C. 
t, Fort (Attention: Mr. James R. Naughton, counsel.) 
GENTLEMEN: We have your letter of August 29 requesting further information. 
In reply to your question No. 1, the answer is “No.” It is impossible for us 
o give an answer to question No. 2 and 3 because it would have depended upon 
vhat the specifications would have been at that time and whether or not we 
uuld have filled those specifications at that particular time. 
Yours very truly, 


1 Alice, 
ain ‘0’ 


st date 


F. Taytor, President 
cheese 


pruary, 


GIANT Foop SHopPING CENTER, INC., 
d to a Washington, D. C., June 20, 1955. 
Acting '. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee of the Committee on 
Government Operations, House Office Building, Washington, D. C. 
DEAR Mr. NAUGHTON: This is in response to your letter of June 17 wherein 
vou raised certain questions about the cheese transactions of the Commodity 
1955 Credit Corporation during March and April of 1954, with particular respect to 
the operations of this company in that program. 
On the basis of the information in our files, the answers to your questions are 
as follows: 
; 1. The amount of cheese sold to and repurchased from CCC by Giant Food 
mation Shopping Center, Inc., was 412,298 pounds. 

2. (a) Giant’s offer to sell to CCC was accepted on March 31, 1954. 

(b) The exact date of repurchase from CCC is not presently available but, 
as you requested, the dates of the grading certificates were during the first 
we do couple of weeks in April. 

(c) Payment was received from CCC on or about July 29, 1954, in the amount 
of $7,215.18. 
4. There were two lots involved. One was located at the central warehouse in 
Albany, N. Y., and the other was at Kraft Foods Co., Canton, N. Y. 
i, 1. The cheese was purchased from Kraft Foods Co. 
ment. ». It is our understanding that the cheese was produced during 1952 and 1953. 
6. The cheese was resold by us at retail to consumers through the various 
food stores operated by this company. 
- 7. No. 
1955. S. Information as to Da—112 was first received by this company by letter 
dated March 19, 1954, from Kraft Foods Co. eastern division, 40 Worth Street, 
New York. The transaction was discussed with Mr. Peter Buranich of the Kraft 
Foods Co., eastern division, New York, and with Mr. J. O’Neil, branch manager 
of the District of Columbia office of that company. 


ie Com- 


ir letter 


owever, ’. We regret that we are unable to make any comment on the purchase-resale 
‘derable program and its operation as we are not sufficiently familiar with the various 
gz infor- factors that play a role in that program, nor do we know whether the program 


ichieved the goal which is stated by you as one of maintaining prices during 
the period involved. 
sale and Sincerely yours, 

GIANT Foop SHOPPING CENTER, INC. 


ly > : oR > 
sbruary, By Morris L. HAMBERGER. 


ested it 


at this . . . 
at GIANT Foop DEPARTMENT STORES, 


Washington, D. C., September 7, 1955 
JAMES R. Navauron, Esq., 
Counsel, Intergovernmental Relations Subcommittee of the 
Committee on Government Operations, House of Representatives, 
Washington, D. C.: 

Dear Mr. Navueuton: This is in reply to your letter of August 29, in which 
you ask additional questions about the Commodity Credit Corporation’s pur- 
hase and sale of cheese under Da—112. 


sident 
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The answers to your questions are as follows: 
No. 
2. Probably none. 
3. No answer necessary. 
Sincerely yours, 
GIANT Foop SHOPPING CENTER, INC., 
Morris HAMBERGER. 


GOLDEN SraTE Co., Lrp., 
San Francisco, Calif., June 24, 1955. 
CONGRESS OF THE UNITED STATES, 
House of Representatives, 
Washington, D. C. 
(Attention: James R. Naughton, counsel, Intergovernmental Relations 
Subcommittee. ) 

GENTLEMEN: We have your inquiry of June 21 regarding information on sales 
made by Golden State Co., Ltd., to the United States Department of Agriculture, 
Commodity Stabilization Service, under announcement Da-112. 

Question No. 1. The actual amount of cheese sold and repurchased by Golden 
State Co., Ltd., was 477,401 pounds. The difference between this figure and the 
479,412 pounds is accounted for by small differences in the various lots on actual 
shipping weights. 

Questions Nos. 2, 3, 4, and 5.— 





| | ! 
| 
| Date Date Pounds | Amount | Rec 
Location sold repur- of of pay- Date of production pa 
| chased cheese ment m 
| 
——_|-_—— bie anemaie | 
748 Terminal, Los Angeles...| Mar. 30 | Apr. 9 49, 737 $870.40 | June 1953______- .-| Apr. 29 
Do wk iovaccsce| tee | ape, 2] shee 961.89 | November 1953, Jan- | Apr. 22 
| | uary 1954. 
2516 Chestnut, Oakland, | Mar. 30 |__.do ‘ 24, 079 421.38 | October 1953__- Do 
Calif. 
a ee ..do Apr. 2 78, 237 | 1,369.15 | December 1953, Jan- | Apr 
| uary 1954. 
11200 Towne Ave., Los |...do Apr. 1 24,407 | 427.12 | January 1954 Sununey oeeee'd 
Angeles. 
$25 Battery St., San Fran- |_..do «| Apr. 6 245,976 | 4,304.58 | June 1953, July 1953_..| Ap 
cisco. eeeee | 
EARN si cunincidncbootcdl aaeiwannuclanteeis 477,401 | 8, 354, 52 isctucinres 


The cheese remained at the place at which it was graded from time of sampling 
until it was redelivered to us. All of this cheese was produced by our wholly 
owned subsidiary, Gold Medal Dairies, with plants located at Missoula, Ronan, 
and Stevensville, Mont. 

Question No. 6. This cheese entered into our regular sales channel and was 
disposed in regular course of business. It did not move from location at time of 
repurchase until it was sold in regular trade channels. 

Question No. 7. Golden State Co., Ltd., as well as Gold Medal Dairies, pur- 
chased manufacturing milk during January, February, and March 1954. 

Question No. 8. The exact date on which we received anonuncement Da-112 and 
information as to its contents cannot be determined. We assume it was on or 
about March 4. Information would come through our regular sources [or 
such information, which would be news releases and releases by the United 
States Department of Agriculture. 

Question No. 9. No comment. 

If we have not fully answered your inquiry or if more information is needed, 
please advise. 

Very truly yours, 
R. L. Yooer, 
Manager, Manufactured Products Division 
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GOLDEN STATE Co., LTp., 
San Francisco, September 8, 1955. 
James R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
Washington, D. C. 


lear Str: In response to your August 25 letter the additional information you 
requested is as follows: 
i. Golden State sold cheese to the Commodity Credit Corporation before 
March 1954 through their wholly owned subsidiary, Gold Medal Dairies. 
00. » A reply on this would of necessity be problematic. Dependent upon our 


vC., 


sut-of-pocket costs for repackaging the cheese sold to the CCC under Da-112, 
probably all, or at least a major portion of the quantity involved would have been 
Id 























itions 3 (a) Size and packaging was for domestic use. Therefore, would not have 
et specifications of announcement Da—100. 
sales ) All of the cheese was worth 37 cents or more per pound in April 1954. 


lture, if further information is desired please let us know. 
Very truly yours, 
olden R. L. Yopver, 
id the Manager, Manufactured Products Division. 


ictual 


GOLDENROD IcE CREAM CoO., 
Chicago, Ill., June 27, 1955. 
~ ES R. NAUGHTON, 
“ Counsel, Intergovernmental Relations Subcommittee, 
pay: House Office Building, Washington, D. C. 
lycar Str: Your letter of June 21, addressed to the Goldenrod Creamery Co. 
delivered to us by the Postal Department. We manufacture ice cream, 
Apr. 2 sherbets, and frozen confections and have never processed any cheese. 
= \Ve doubt very seriously if there is a Goldenrod Creamery Co. in the State of 
nois as our corporate name is registered with the secretary of State. We 
iid probably be advised if any corporation with similar name should attempt 
ncorporated here in the State. 
Apr. 2 Yours very truly, 
GOLDENROD ICE CREAM Co., 
Wm. P. Hauwortu, Comptroller. 


; THE GREAT ATLANTIC & PACIFIC TEA Co., 
npling Chicago, IUl., June 29, 1955. 
wholly (r. JAMES R. NAUGHTON, 
Ronan, Intergovernmental Relations Subcommittee, Committee on Government 
Operations, House Office Building, Washington, D. C. 
Dear Mr. NAuGHTON: This refers to your letter of June 21 making inquiry 
ning to transaction involving 3,467,307 pounds of cheese sold to and re- 
purchased from Commodity Credit Corporation during March and April of 
1054, under regulations established by United States Department of Agriculture 
Announcement Da-112. 
of the detailed information requested in your letter is not readily available 
an ton will take several weeks to check the records and to accumulate the data. 
United am sure you appreciate the amount of work and expense involved; mean- 
I shall endeavor to furnish as much information as is available at this 


d was 
ime of 


sg, pur- 


12 and 


on or 


In reply to question No. 1, the correct amount of cheese sold to and repur- 
chased from CCC is 3,406,979 pounds. 

~. The cheese was sold to CCC between March 23, 1954, and March 31, 1954, 
ind covered by contracts listed on attached sheet. The cheese covered by each 
contract consisted of more than one lot, in some instances as many as 60 lots 
nd these lots in turn are made up of sublots. A separate invoice was rendered to 
CCC for each contract number, listing each lot covered by that particular con- 
tract, for the difference between the Government’s former support price of 
»¢ cents and the resale price of 34.25 cents or 0.0275 per pound. If it is nec- 
essary to furnish a detailed list of every lot on each contract, it will take several 

to gather the information. 


eeded, 


sion. 
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3. Cheese sold to and repurchased from CCC was stored in our private coolers 
in Atlas Cold Storage Warehouse, Green Bay, Wis., in the public coolers of Atlas 
Cold Storage Warehouse, Green Bay, Wis., and in the public coolers of Wohlt 
Co., Fremont, Wis. 

4 and 5. It is going to be almost impossible to give you a list of firms from 
which the lots or sublots of cheese were purchased, amount purchased and ap 
proximate date of purchase. The reason is that we have direct arrangements 
with 20 to 25 Wisconsin cheese factories, taking their entire output. Their 
cheese is delivered to our Green Bay cheese warehouse, sometimes twice a week. 
It is current make cheese and after arrival at our warehouse, it is graded by 
Wisconsin State graders, some of it shipped out as fresh cheese, some held for 
several months for aging and some held for a year or longer. We also buy cheese 
from several assemblers who concentrate or assemble cheese from small cheese 
factories into truckloads. Production dates of cheese sold to and repurchased 
from CCC would range from 1 month old to 1 year old at time of offering. If 
you believe this information is absolutely necessary, we will try to get it for you. 
We can assure you that no cheese was purchased immediately prior to the an 
nouncement with thought of selling to the Government, in fact only a minor 
portion of our cheese holdings were offered because of necessity of having 
supply available for our retail stores. 

6. This question, too, is going to be difficult to answer in detail, because the 
cheese repurchased was shipped out to our various grocery warehouses for dis 
tribution to our retail stores and ultimate sale to consumers. 

7. A. & P. did not purchase manufacturing milk for cheese during January, 
February, or March 1954. 

8. Announcement Da-112, dated March 9, 1954, signed by Dan Anderson, 
Acting Director, Livestock and Dairy Division, Commodity Stabilization Service, 
USDA, was received at this office March 10 or 11, 1954. We are on the mailing 
list and we assume it came from Mr. Anderson’s office. 

9. We have no comments to make with respect to the program. 

I will appreciate it very much if you will advise me whether the above gives 
you the information needed. 

Very truly yours, 
THE GREAT ATLANTIC & Paciric TEA Co., 
G. W. DIEHL, 
National Butter and Cheese Departments 


Date our Date of pay 
Ft 2 Df V- 
invoice to Amount - : ; *. 
mn lien 
CCC | 


Contract Contract | Number | Pounds of 
date No. of cars cheese 


Mar. 23, 1954 | 793A | 8 341,731 | Apr. 20, 1954 $9, 397. 61 May 17, 1954 
Mar. 24,1954 | 843A | 10 418,516 | do 1,509.22 | May 10,1954 
Mar, 25, 1954 | SO4A 6 205, 888 | Apr. 14, 1954 | 5, 661. 92 May 5, 1954 
Mar. 29,1954 | 1027A 22 866, 410 Apr. 22, 1954 23,826.31 | May 7, 1954 
Mar. 31,1954 | 1317A | 40 1,388,578 | Apr. 23,1954 | 38,185.94 | May 10, 1954 

ianginal 1324A 6 185,856 | do........| 5,111.05 | May 5, 1954 


~ } 
° 
or on 


| 92 | 8,406,979 I acivincnaccdl MRM | 


THE GREAT ATLANTIC & PACIFIC TEA Co., 

Chicago, Ill., August 9, 1956 

Mr. JAMES R. NAUGHTON, 

Counsel, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House Office Building, Washington, D. C. 

DEAR Mr. NAvuGuTON: This is in reply to your letter of August 1 pertaining 
to cheese sold to the Government under Da 112 program. 
The attached is a list of the larger suppliers of the 3.4 million pounds of cheese 
sold under Da—112 together with approximate amounts furnished by each. May 
I point out that with exception of Wohlt Cheese Co., the rest are comparatively 
small country factories who have been selling their output of cheese direct to 
A&P for many, many years. Wohlt Cheese Co. is an assembler who purchases 
cheese from many small factories and concentrates or assembles it into truck- 
loads or carlots. 
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Olers In answer to your second question whether any of the cheese sold under Da 

Atlas 112 had previously been purchased from CCC, our records indicate there were 

Vohit 4 lots, totaling 92,725 pounds originally purchased from CCC and later sold to 
that agency under Da-112. Lots in question are as follows: 

from 

d ap as Ne” oy oe 

nents Number of Number of 

Their of boxes of pounds 

week. ae 

ed by i et Saale ade = 25, 37144) July 

d for ae eee = 237 17, 012%4| Dee. 

hee eee IN a ee ot ahs tele Me 20, 550 

heese Yolored flats ; ra maces 3s 29, 79044 

hased Total. ._- 

i ae ee ate —— 

r you. 

le al: You will observe these purchases were made long before Da—112 program was 

minor announced, therefore, it may safely be assumed there is no connection whatsoever 

ing a between orginal purchase from and subsequent sale to CCC. 

A. & P. like many other receivers or manufacturers did sell substantial quan- 
se the tities of cheese to the CCC prior to and even after the Da—112 program was an- 
mr dlis- nounced. During the period March 1, 1954, through April 10, 1954, our sales to 

the CCC amounted to 1,218,570 pounds, however, the cheese was offered under 
1uary, terms and conditions of announcement Da—100, i. e. outright sale to CCC, and 
consisted primarily of fresh current production cheese. 
erson, The 3,406,979 pounds sold by us to CCC under terms of announcement Da-112 
rvice, with privilege of repurchasing, was cheese we had set aside for curing or aging 
ailing (some more than a year old) and it is doubtful if we would have sold it to CCC 


without repurchase privilege. 
Trusting this gives you the information needed, I am 
+ gives Very truly yours, 
THE GREAT ATLANTIC & PAcIFIC TEA Co., 
GEO. W. DIEHL, 
National Butter and Cheese Department. 


nts Origin of cheese sold by A. & P. to CCC under announcement Da-—112 
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4 
4 | Elm Lawn Cheese Factory, 
54 | rgan T’airy Co-op 
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wler Cheese Factory, R. P. Krie 
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JACK GREENBERG, INC., 
Philadelphia, Pa., June 22, 1955. 
INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE 
OF THE COM MITTEE ON GOVERN MENT OPERATIONS, 
House Office Building, Washington, D.C. 
(Attention of James R. Naughton, Counsel.) 


GENTLEMEN: In reply to your letter of June 18, 1955, please be advised that 
the 65,338 pounds of cheese mentioned was offered to Commodity Credit Cor] 
ration. However, upon close examination of the specifications required, w 
found that the dates and vat numbers on the cheese were not legible, and there- 
fore would not pass inspection. 

Under the above circumstances, we did not make a sale to the CCC. This 
will automatically answer your questions from 1 to 9. 

If there is any further information that you may desire, we will be vy: 
pleased to furnish same. 

Very truly yours, 
JACK GREENBERG 


Harp & KETTLE CHEESEHOUSE, 
Madison, Wis., June 30, 1955 
JAMES R. NAUGHTON, 
Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D.C. 

Dear Sir: In reply to your inquiry of June 23, we make the following report 

1. The listed amount is correct. 

2. Sold on April 1, 1954. Repurchase date is not clear in our records. Pay 
ment received on June 24, amount $806.06. 

3. Location: Cheese stored in our warehouse, 310 East Broadway, Maidi- 
son, Wis. 

4. Cheese purchased from Schmitt Bros.-Walther Co. in July 1952 and Ji 
1953. 

5. Cheese produced in June 1952 and June 1953. 

6. Cheese sold at retail in our own cheese house, except some that is stil 
the curing cellars being held for retail sale. 

4:00. 

8 March 15, 1954. 

9. We are in the business of supplying a special retail trade with well-cured 
cheeses, some of which are held as much as 8 years for curing purposes. The 
arbitrary setting of cheese prices by AAA and CCC makes our business very 
hazardous, especially when overnight they reduce the support prices, which makes 
us take a loss on our entire inventory, which is very large in proportion to ow 
volume of business. Only through such operations as the purchase-resale pro 
gram did the Government assume a small part of the loss which was caused by 
the change in prices. Under normal competitive price adjustments, we can 
make on the up markets enough to offset the market declines; but on a Govern- 
ment-controlled market we have no chance to make on a fixed price and would 
have to go out of business if we had to take all of the down prices. And if it 
were not for the promotion and sales work that our type of cheese houses do, and 
for the increased sales due to the fact that we properly cure the cheese before 
we sell it, the Government would have a lot more cheese to buy and hold or give 
away, rather than to resell it to us and take only the small drop in the market 
price. 

We feel that this purchase-resale operation was not only justified, but was a! 
obligation of the Government to the small-business man engaged in merchandis 
ing the cheese in a proper way. Without such a program, you would have a! 
us out of business with 2 or 3 price drops. 

I trust that this answers your questions properly. 

Yours very truly, 
CLAYTON GEOR‘ 


(Harp & Kettle Cheesehouse later advised that they had never sold 
cheese to the Commodity Credit Corporation before March 1954. 
They also advised that none of the 29,312 pounds of cheese would 
have been sold to CCC if it had been necessary to repackage it to CCC 


Mi 


JAM 


re] 
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specifications, delivered to CCC warehouses and could not be 
yoo. repurchased. ) 
J. S. HorrMan Co., 
Chicago, Ill., June 30, 19505. 
\Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee of the Committee on 


| that Government Operations, House Office Building, Washington, D. C. 

Yorpo- GENTLEMEN: This is further in connection with your letter of June 18, 1955, 

ih receipt of which was acknowledged in our letter of June 24. Consistent with 

there- your original request we are answering your questions in numerical order as they 
were listed. 

This 1. The amount of cheese sold to and repurchased from CCC by the J. § 

Hoffman Co. under DA-112 was 636,196%, pounds by the Chicago office and 

» Very 8820514 pounds by the New York office. 


The date on which the cheese was sold to CCC and the date on which it 
was repurchased was in accordance with the terms of DA-112. Billings from the 
ERG. Chicago office were made April 5, 1954, and April 26, 1954. New York billing 
was made April 14, 1954. The date of each payment and the amount of each 
payment received from the CCC was as follows: J. S. Hoffman Co., Chicago, 
payment received April 22, 1954, in the amount of $11,948.03 and May 9, 1954, in 
the amount of $5,547.39. J. S. Hoffman Co., New York, payment received May 
24, 1954, in the amount of $488.05 and $544.02 and May 27, 1954, in the amount 
of $511.52. 
3. At time of sale and repurchase, cheese was located in warehouses in Chi- 
eport. cago and New York. 
!. Cheese was purchased by J. S. Hoffman Co., from its several usual sources 
of suppliers including cooperative factories in Wisconsin, Illinois, and New 
York, individually owned factories and assemblers. It is not possible to give 
Maidi- quantities purchased from each because purchases are made daily, and con- 
nuously from supplying factories. 
d July 5. Cheese was produced during 1953 and 1954. 
6. After cheese was repurchased from CCC, it was sold in the usual and 
normal manner in which our company merchandises its products. 
still in 7. J. S. Hoffman Co. does not purchase manufacturing milk. 
Ss. Announcement DA-112 was received on or about March 11, 1954, from the 
United States Department of Agriculture, Dairy Branch, Washington, D. C. 
We trust that the above information will be helpful to the subcommittee. 




























l-cured Very sincerely yours, 

; The J. S. HOFFMAN Co., 
ss very E. L. Reichart, 
makes E. L. REICHART. 

to our 


le pro- J.S. HorrMAn Co., 
ised by Chicago, Ill., September 1, 1955 
we can Mr. JAMES R. NAUGHTON, 

yOVerD- Counsel, Intergovernmental Relations Subcommittee of the Committee of 


would Government Operations, House Office Building, Washington, D. C. 


nd if it GENTLEMEN : This is in reply to your letter of August 25, in which you request 
5 j ° ° . ° ‘ ° 
do, and that we give you further information regarding sales made to the Commodity 


before Credit Corporation consistant with Da—112. 


or give l. J. S. Hoffman Co. has sold cheese under the price-support program through 

market its two wholly owned subsidiaries—Plymouth Cheese Corp., Green Bay, Wis., and 
| ‘Triangle Cheese Co., Monroe, Wis.—since the beginning of that program and is 

was all still doing so. 

handis- | 2. It is not possible to say at this time what action one would have taken in 

e all ol March 1954 under conditions that have to be assumed as existing at that time. 


Sincerely, 
J. S. HoreMan Co., 
E. L. REICHART. 
SORG! 
H. A. Hovey Co., 


> sold i 
er St Boston, Mass., June 22, 1955. 


( A 7 
. 1954. ' James R. NAUGHTON, 
would Intergovernmental Relations Subcommittee. 


09 CC Dear Str: We received your letter dated June 18, 1955, in regards to sale and 
Tepurchase of cheese from CCC. 





454 PURCHASE RESALE TRANSACTIONS OF CCC 


The information as follows are answers to questions as you have numbered. 
1. 22,153 pounds—correct. 4 
2. The cheese was offered to CCC on March 380, 1954, was accepted by them on 
March 31, 1954, and we received a check for $387.68 on May 28, 1954. This 
amount represents the difference between selling and repurchase price which was 
1%4 cents a pound. 
3. The cheese was stored and Government inspected at Quincy Market Cold 
Storage & Warehouse Co., 178 Atlantic Avenue, Boston, Mass. 
4. Pauly Cheese Co., Green Bay, Wis. 
5. June and July 1953. 
6. Sold through our regular channels to hospitals, institutions, restaurants, 
etc., from August 26, 1954, to February 21, 1955. 
7. No. 
8. Information received in March 1954 from the Producers Price Current. 
I believe this covers all the information you sought. 
Yours truly, 
H. A. Hovey Co., 
F, V. MEAD, 
Treasurer. 


H, A. Hovey Co., 
Boston, Mass., November 8, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, House Office Building, 
Washington, D.C. 


DeEaR Mr. NAUGHTON: Regarding your request of November 4 and August 23, 
1955: 
Our answer to question 1, No. 
Our answer to question 2, None. 
Sincerely, 
H. A. Hovey Co., 
F. V. Mean, Treasurer. 


HYGRADE Foop Propucts Corp., 
Detroit, Mich., December 15, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, House Office Building, 
Washington, D.C. 
DEAR Mr. NAUGHTON: In respect to your letter of August 29, we are giving you 
herewith the information asked for: 
1. Hygrade Food Products Corp. did sell cheese to the Commodity Credit Corpo- 
ration before March 1954. 
2. None of the cheese would have been sold if it could not have been repurchased. 
Yours very truly, 
K. R. Wooprvurr, 
Vice President and Secretary. 


(No letter was sent to Hygrade Food Products Corp. in June.) 


MANITOWOC, WIs., July 11, 1950. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

Dear Mr. NAUGHTON: I am pleased to answer the questions raised in your 
recent letter. For simplification I’1l number the replies to correspond to the 
questions: 

(1) The poundage of cheese is correct. 

(2) Our sales were as follows: 

We sold 24,080 pounds March 29, 1954, and payment received on May ~6, 
1954. 
We sold 211,180 pounds March 28, 1954, and payment received on April 2%, 
1954. 
We sold 44,080 pounds on March 26, 1954, and payment received on April 
29, 1954. 
(3) Kiel and Denmark, Wis. 
(4) None. 
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(5) The 24,080-pound lot was produced in July 1953, November 1953, January 

1954, and March 1954. 

| on The 211,180-pound lot was produced in June 1953 to March 1954. 

‘his The 44,080-pound lot was produced June to September 1955. 

was (6) This cheese was sold in consumer size, packaged to our regular wholesale 
trade over an extended period of time. In fact, some of it is still aging. 

old (7) Yes. 

(8) March 4, 1954. 

(9) Our only comment is that it is indeed unfortunate that political capital 
should be attempted in the case of this program. The men in the Commodity 

ints, Stabilization Service worked out a practical program that was actually the 
cheapest way out for the Government. All in all, many dollars were saved. 
This was no windfall program, as we had purchased the cheese at 90 percent of 
parity and, even though we were able to sell it and buy it back, we still suffered 
a loss of about 1 cent per pound of cheese. 

If the Government expects anything like normal trade to be carried on during 
changes in support levels, some such buy-back program is necessary. All the 
producers would have taken even greater losses if it had not been for this 

er. program. 
Yours very truly, 
























TRUMAN TORGERSON, 
~o General Manager, Lake to Lake Dairy Cooperative. 


ding, (Lake to Lake Dairy Cooperative did not reply to the August 
letter.) 


LAND O’ LAKES CREAMERIES, INC., 
Minneapolis, Minn., July 14, 1955. 


INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE OF THE COMMITTEE ON GOVERN- 
MENT OPERATIONS, 
House Office Building, Washington, D. C. 
rer. (Attention: James R. Naughton, Counsel.) 
GENTLEMEN : In response to your letter asking for information on cheese trans- 
actions between Land O’ Lakes Creameries, Inc., and the Commodity Credit Cor- 
poration, the following data is submitted: 


950. 1. The amount of cheese sold to and repurchased from CCC by Land O’ Lakes 
soe Creameries, Inc., amounted to 1,041,517 pounds, somewhat higher than the 
ilding, 1,035,436 pounds stated in your letter of June 21. 


2. As to the dates on which the cheese was sold to CCC, 116,604 pounds was 
1g you sold on April 7 and 924,913 pounds on May 28. The dates on which payments 
were received from CCC were as follows: 


Corpo- i A ie blir _ $3, 206. 61 
ica SURO he a a a ra ee 7, 253. 10 
‘hased. i a ee 6, 160. 38 


July 23, nl oe 12, 021. 63 


tary. Total received for cheese under DA 112 program___--______- 


B. ) 3. The location of the cheese at the time of sale and repurchase was as follows: 


1959. Pounds Pounds 
Reedsville, Wis.....______-- 27,469 Marshfield, Wis__.__..____- 415, 530 
Denmarle,. WH thesis ict cerns 236,280 Minneapolis, Minn _____---- 116, 604 
Pr We ea as 21, 620 since 

n your Greenwood, Wis__._____-___ 74, 659 WN siesta ee 1, 041, 517 


to the Plymouth; Weiaeeseceievie oes cc 149, 855 


4. This cheese was received from member associations of Land O’ Lakes 
Creameries, Inec., a cooperative association. -art of the cheese was received 
May 26, lrom the Lake-to-Lake Dairy Cooperative whose plants are at Kiel and Den- 
ee mark, Wis. The remainder was secured from the Wisconsin Cheese Producers 
Association members who market their product through Land O’ Lakes Cream- 
eries, Ine. 
vn April on The approximate date cheese was produced covered the period May 1, 
Joo, through March 1954. 
6. As to the disposition of the cheese, some of the product was direct sale to 
Customers, some was transferred to the sales branches of Land O’ Lakes Cream- 


 pril 29, 
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eries, Inc., and the remainder was transferred to the manufacturing depart- 
ment for further processing. 
7. During the period January, February, and March, 1954, Land O’ Lakes 
Creameries, Inc., as a producers’ cooperative, received milk for manufacturing 
8. Various announcements were received on the DA 112 program. Notices 
were received on March 9, 16, and 22 from the local office of the Dairy Inspection 
and Grading Branch of the Agricultural Marketing Service. 
If there are further questions in connection with the purchase-resale program, 
please do not hesitate to communicate with us. 
Very truly yours, 
LAND O’ LAKES CREAMERIES, INC., 
C. L. Bsornstap, Comptroller. 


LAND O’LAKES CREAMERIES, INC., 
Minneapolis, Minn., November 30, 1955, 


INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Hlouse Office Building, Washington, D. C. 
(Attention: James R. Naughton, Counsel. ) 


GENTLEMEN: In reply to the three questions which you asked subsequent 
the letter from Land O’Lakes Creameries, Inc., on July 14, the following add 
tional data is submitted: 

1. Land O’Lakes Creameries, Inc., has from time to time sold cheese to the 
CCC prior to March 1954. 

2. In reply to question No. 2 in reference to the marketing of 1,041,517 pounds 
of cheese, the ultimate disposition would have been problematical in March of 
1954 depending on the trend of market prices. 

3. In answer to question 3—a, 341,625 pounds met the specifications of announce- 
ment DA—100. 

As to question 3—b, none of this cheese was worth 37 cents per pound or more 
in April of 1954. 

In reply to question 3-c, the approximate price for which such cheese was 
sold ranged from 35 cents to 3514 cents per pound. 

If there are further questions in connection with this matter, please do not 
hesitate to write. 

Very truly yours, 
LAND O’LAKES CREAMERIES, INC., 
G, L. BsoRNstTaD, Comptroller. 


laity LAKE CHEESE Co., INCc., 
New York 13, N. Y., September 8, 195). 
CONGRESS OF THE UNITED STATES, 
Intergovernmental Relations Subcommittee 
of the Committee on Government Operations, 
House Office Building, Washington, D. C. 
(Attention Mr. James R. Naughton, Counsel, Intergovernmental Relations 
Subcommittee. ) 


GENTLEMEN : In response to your letter of August 26, we regret that your first 
letter of June 23 was misplaced in our office. However, we have located same, 
and will endeavor to answer both simultaneously : 

June 23, 1955 

1. Yes. 

2 (a). Sale and repurchase dates, April 1, 1954. 

2 (b). Payment received on May 3, 1954, in the amount of $515.29. 
3. 347 Greenwich Street, New York 13, N. Y. 

4. Queens Farms Co. (approximately February 1954). 

5. Approximately February 1954. 

6. Sold to various accounts several months later. 

7. No. 
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When issued from the proper United States department. 
It is our belief that same was handled in a manner satisfactory to both the 
Government and the cheese industry. 


art- 
























kes 
ing. {uqust 26, 1955 
ices No. 
LLOn » Possibly none. 
We assure you of our present and future willingness at all times to cooperate 
ith you or with any of the governmental agencies toward promoting better 
siness and public relationships, with a long-range view in mind of helping our 
Government equitably dispose of surplus in our field. 
Very truly yours, 


‘am, 


SANDY SHAPIRO. 


McCapAM CHEESE Co., INC., 
Ogdensburg, N. Y., July 15, 1955. 
45 \ir. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

DEAR Str: With reference to your letter of June 18 and our acknowledgment 

t June 23, we are attaching a summary complete with two copies giving you the 

formation requested. This has been compiled from past records and is correct 
it to to the best of our knowledge. 
udidi- if there is any further information you desire, please advise. 
Very truly yours, 
» the STANLEY K. McCapam, President. 
und 
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6. Sales were effected on cheese under repurchase program through our regu- 
lar trade channels covering a period of 1 to 7 months. Selling prices reflected 
the drop in support prices of 454 cents per pound. 

7. Yes. 

8. Announcement Da-112 was received from United States Department of 
Agriculture, Washington, D. C., by us on approximately March 11, 1954, by mail. 

9. After the announcement dated February 19, 1954, was made lowering the 
support price of Cheddar cheese 4%, cents per pound effective April 1, 1954, 
current sales of cheese could not be effected except at discount prices reflecting 
the lower support price. If announcement Da—112 had not been put into effect, 
our company would have been forced to sell the quantity we handled under 
the repurchase program direct to CCC under the support program. 

It is our opinion that announcement Da-112 permitted a somewhat orderly 
marketing under chaotic conditions and save our Government purchasing tre- 
mendous amounts of cheese at the expense of grading, shipping, and storing, 
which in turn saved the taxpayers of our country considerable amount of 
moneys. The cheese that our company sold and repurchased under announce- 
ment Da-—112 only helped to relieve a small portion of our heavy losses. 


McCapDAM CHEESE Co., INC., 
Heuvelton, N. Y., February 8, 1956. 
Mr. JAMES R. NavGnron, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

Dear Srr: This is in reply to your letter of August 26. 

We received announcement DA 112 from the United States Department of 
Agriculture early in March 1954. We had already been selling cheese under an- 
nouncement DA 100 early in 1954 and also 1953. Our company complied with 
the terms and conditions of announcement DA 112 within the limitations of our 
supplies. We had no advanced information or knowledge until we actually 
received announcement DA 112 by mail. 

It would be mere supposition and speculation to determine at this date of what 
we would have done if announcement DA 112 had not been issued and in effect. 
It is our understanding that this anouncement was issued to hold up market 
prices for the producer and to retard heavy deliveries of Cheddar cheese to the 
Commodity Credit. With the information we have at hand, this announcement 
accomplished these purposes. 

As a company, we complied with the terms and conditions of announcement 
DA 112 the same as we have complied with previous Government announcements 
and orders as issued. 

Very truly yours, 
STANLEY K. McCapaM, President. 


THE MILK HousE CHEESE Corp., 
San Antonio, Tex., July 6, 1955. 
JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D.C. 

GENTLEMEN : In reply to your letter of June 21, 1955, regarding cheese sold to 
and repurchased from the CCC. 

Question No. 1. The listed amount of cheese sold to and repurchased from CCC 
by Milk House Cheese Corp. is correct. 

Question No. 2.— 


Date sold | Date |Date payment Amount 
repurch ised received 


Mar. 31,1954 | Apr. 1,1954 | Apr. 
_do _.do do 
do > do do 


do do . do. 


Question No. 3. Cheese at time of sale and repurchase was stored at United 
States Cold Storage Co., 1114 Wood Street, Dallas, Tex., and Merchants Ice & 
Cold Storage Co., 1305 East Houston Street, San Antonio, Tex. 
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Question No. 4. Firms from which cheese was purchased by Milk House Cheese 
Corp.: Blaine Dairy Prod. Co., Watonga, Okla.; South Texas Producers Ass’n., 
Houston, Tex.; Drangle Foods, Inc., Gilman, Wis.; Knapp Creamery Co., Knapp, 
Wis. 

Question No. 5. Approximate date of purchase of cheese: Early part of 1954. 

Question No. 6. Disposition of cheese and approximate date cheese was sold: 
Cheese was sold to jobbers, packers, wholesalers, etc., and was sold during the 
months of April, May, and June. 

Question No. 7. We did not purchase manufacturing milk during January, 
February, or March of 1954. 

Question No. 8. We received information of announcement Da-112 around 
March 27, 1954, from the National Cheese Association. 

Very truly yours, 
HYMEN BERNSTEIN. 


THE MILK House CHEESE CorP., 
San Antonio, Tex., September 1, 1955. 
JAMES R. NAUGHTON, 
Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 


GENTLEMEN : In reply to your letter of August 23 we are submitting the following 
answers : 
1. Milk House Cheese Corp., never sold cheese to the Commodity Credit Corpora- 
tion, before March 1954. 

Answering your questions Nos. 2 and 3: 
Of the 99,767 pounds of cheese we sold and repurchased in all probability all 
of it would have been sold to the Commodity Credit Corporation as per their 
specifications by the producers whom we purchase from. If the CCC hadn’t an- 
nounced that they would purchase this cheese packed as it was we would have 
stopped purchasing cheese until after April 1. 
As of April 1, we dropped our prices 2%4 cents per pound and did not benefit any- 
thing on the support of the cheese in our warehouse. 
If they hadn’t announced the new support price in the newspapers in advance 
we wouldn’t have had the 99,767 pounds of cheese on hand. Business would have 
gone on as usual and we would have cut down on our purchases until the new 
support price took effect. On April 1 we could have purchased this cheese at a 
lower price from the farmers—therefore the benefit cf the support actually went 

to the farmers. 
Very truly yours, 
HYMEN BERNSTEIN. 


NATIONAL Biscuit Co., 
New York, N. Y., June 21, 1955. 
JAMES R. NAUGHTON, Esq., 
Counsel, Intergovernmental Relations Subcommittee, Committee on Govern- 
mental Operations, House of Representatives, House Office Building, 
Washington, D.C. 
DEAR Str: In reply to your inquiry of June 15, 1955, we submit herewith the 
information requested : 
1. The National Biscuit Co. sold to and repurchased from CCC 4,523,722 pounds 
of cheese during March and April 1954. 
2. There were three lots of cheese sold and repurchased. 
(a) Lot No. 1, consisting of 2,952,864 pounds, was offered on March 23, accepted 
by CCC on March 26, and repurchased on April 14, 1954. Payment in the amount 
of $81,203.76 was received on June 7, 1954. In connection with lot No. 1, we 
paid $1,935.60 for United States inspection fees and $1,892.50 for warehouse labot 
incidental to the inspection. 
(b) Lot No. 2, consisting of 1,414,541 pounds, was offered on March 25, accepted 
on March 29, and repurchased on April 1, 1954. (See (c) below for payment.) 
(c) Lot No. 3, consisting of 156,317 pounds, was offered on March 26, accepted 
on March 30, and repurchased on April 1, 1954. Payments for lots Nos. 2 and 3 
in the amount of $27,490.02 was received on May 27, 1954. In connection with 
lots Nos. 2 and 3, we paid $1,086.50 for United States inspection fees and $565 
for warehouse labor incidental to inspection. 
3. Lot No. 1 was stored in the warehouse of Chicago cold storage warehouse 
division, Beatrice Foods Co., Chicago, Ill. 





PURCHASE RESALE TRANSACTIONS OF CCC 461 


Se Lots Nos. 2 and 3 were stored in the Seaboard warehouse, Jersey City, N. J. 
-, 4. The cheese was purchased from the following firms: 
DP, (a) Swift & Co. 

(b) Blue Moon Foods Co. 

(c) Kraft Food Co. 
id: (d@) Armour & Co. 
he (e) Borden Cheese Co. 

(f) DeKalb Creameries, Inc. 
ry, (g) MeCadam Cheese Co. 

5. Three hundred forty-seven thousand one hundred and fifty-four pounds of lot 

ind No. 1 were produced in September and October 1952, and the balance of lot No. 1 


was produced during the period from May to October 1953. 
The entire quantity of lots Nos. 2 and 3 was produced during the period from 
May to October 1953. 
6. The cheese was withdrawn from the warehouses as required during the fol- 
owing year for use by our bakeries in the manufacture of those of our products 
n which cheese is an ingredient. 
. 7. The National Biscuit Co. did not purchase manufacturing milk during Jan- 
uary, February, or March, 1954. 
S. We received Da—112 on March 15, 1954, from our attorneys in Washington, 
1). C. We had requested them to obtain a copy of Da—112 for us after learning of 
ing its contents simultaneously from newspapers, trade journals, and trade sources. 
Sincerely, 
ra- W.S. HALLIDAY, Jr. 


































NATIONAL BisculIT Co., 


all New York, N. Y., February 7, 1956. 


1eir 
an- 
ave 


JAMES R. NAUGHTON, Esq., 
Intergovernmental Relations Subcommittee, House of Representatives, 
House Office Building, Washington, D.C. 


Dear Sir: I regret to inform you that we are able to answer only the first of 


iny- the three questions contained in your letter of August 26, 1955. 

s The National Biscuit Co. has no record of ever having sold cheese to the Com- 
nce modity Credit Corporation prior to March 1954. 
ave Since your second and third questions are hypothetical, to answer either of 
new them would require us to guess, almost 2 years after the event, as to what we 


ita might have done in the absence of the procedure outlined in Da-112. Because 
rent it is impossible at this time to accurately evaluate the many factors that neces- 


sarily would have influenced any action we might have taken, we are unable to 
answer the last two questions. 
y. Very truly yours, 
WALTER S. HALLIDAY, Jr. 


NELSON-RICKS CREAMERY CoO., 
ai Salt Lake City, Utah, June 24, 1955. 
ling. [NTERGOVERNMENTAL RELATIONS SUBCOMMITTEE OF THE COMMITTEE ON GOVERN- 
MENT OPERATIONS, 

House Office Building, Washington, D. C. 

(Attention James R. Naughton, counsel. ) 
nds GENTLEMEN: Attached schedule covers all cheese sold and repurchased from 
Commodity Credit Corporation by our company during March and April 1954, 
under Agriculture Department announcement Da-112 and Da-—112 amendment. 


the 


pted There was a total offering of 475,617 pounds of cheese. Owing to a few rejected 

runt vats and slight variation in checking of weights, the actual amount sold and 

, we bought was only 472,253 pounds net weight. 

abor From our schedule you will note that first six lots tabulated were stored in 
our warehouse in Salt Lake City and the remaining seventh lot in Sugar City, 

pted Idaho. Repurchase was completed during April as promptly as the USDA 

nt.) Agricultural Marketing Service was able to complete inspection and issue grading 

pted certificates. 

nd 3 None of this cheese was purchased elsewhere, it all being of our own manu- 

with facture at cheesemaking plants in Utah and Idaho. Most of this cheese was 


$568 produced in the period between March 1953 and March 1954 although a few 
small vats were manufactured prior to that time. All of this cheese was sold 
ouse in an orderly fashion to regular domestic trade channels (jobbers, distributors, 


and retailers) over a period of several months following repurchase from CCC. 
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Our company purchases manufacturing milk every day of the year. Normal 
quantities were purchased in January, February, and March, 1954. 

First information concerning announcement Da-112 was from press releases 
issued during March 1954. Officially Da-—112 issued March 9, 1954, by Don §. 
Anderson, Acting Director, Commodity Stabilization Service, USDA, Washing- 
ton, D. C., was received on March 11, 1954, and the subsequent amendment issued 
March 25, 1954, was received by us on March 27, 1954. Regarding the amend- 
ment, J. A. Nelson, president and general manager of our company, who was 
attending the Pacific Dairy and Poultry Association convention in California, 
phoned to us at our Salt Lake City general offices, explaining that standard 
commercial small sizes of American Cheddar cheese, could now be included in 
the CCC sale and repurchase program. His call was a day or two prior to the 
official mail notice received by us on March 27, 1954. 

Should we have failed to answer fully all questions presented in your letter of 
June 18, 1955, please write for any further information that we may have 
available. 

Yours respectfully, 
R. H. SorENSEN, Secretary-Treasurer. 
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NELSON-RICKS CREAMERY CoO., 
Salt Lake City, Utah, September 8, 1955. 
Mr. JAMES R. NAUGHTON, 
Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D.C. 

DeaR Mr. NavGutTon: This is referring to your letter of August 24 asking 
supplemental information regarding the cheese-repurchasing program in March 
and April of 1954. We can answer your questions as follows: 

1. Our company sold cheese to the Commodity Credit Corporation prior to 
March 1954. We have also sold them cheese since that time. 

2. We are obliged to answer “Don’t know” to this question, as we do not know 
what effect the lower Government price would have on the cheese market. 

3. Regarding this question, all we can say is that the turnover of cheese on 
the consumer level was greatly stimulated by the reduction in price as a result 
of the new Government buying price for cheese effective April 1, 1954. 

We trust these answers will serve your purpose. 

Sincerely, 
NELSON-RICKS CREAMERY CO., 
R. H. SORENSEN, 
Secretary-Treasurer. 


NORTHERN WISCONSIN PRODUCE CO., INC., 
Manitowoc, Wis., July 13, 1950. 
Mr. JAMES A. NAUGHTON, 
Intergovernmental Relations Subcommittee, 
Committee of Government Operations, 
House Office Building, Washington, D.C. 
Dear Srr: In reply to your questions of June 238, 1955, we are pleased 
submit the following information : 
1. Your figure of 141,179 pounds is incorrect in that you have transposed the 
figures. The correct amount is 141,719 pounds. 
2. The cheese was inspected by the Federal grader on March 380, 1954. The 
CCC was invoiced on April 6, 1954. The CCC paid the invoice on May 17, 1954 i 
The amount of the payment was $38,897.27. Five lots of cheese were involved, . 
but all were billed on one voucher. \ 
3. This cheese was stored at the Manitowoc Refrigerating Co. warehouse, 1306 \ 
Clark Street, Manitowoc, Wis. 
4. This cheese was purchased from independent cheese-manufacturing plants 
and the purchases covered a period of approximately 4 months, namely, Septen 
ber, October, November, and December of 1953. 


5. This cheese was produced during the same period covered by the purchases, 


that is, September, October, November, and December 1953. { 
6. The cheese was subsequently sold to trade channels after its repurchas: t 
from the CCC. It is virtually impossible to give a date for the removal of the f 
cheese from its location at the time of sale and repurchase, since it remained 
where it was until its subsequent sale into trade channels and this was aceon 
plished as a result of numerous individual sales. \ 
4c 2NOe ! 
8. We don’t recall the exact dates on which we received announcement Da-—112 
or information as to its contents; however, the letter accompanying our copy o d 
Da-112 is dated March 9, 1954, although we had heard earlier that a sale and 
repurchase program was being considered by the CSS. This information cam¢ it 
from various trade sources. The document itself was received from USDA-CSS li 
Livestock and Dairy Division, Washington, D. C. 
9. The program was beneficial in that it helped to reduce operating losses f: a 
the period involved. p 


We trust that this information will be helpful to your group in its studies. 
Very truly yours, lk 
NORTHERN WISCONSIN PRODUCE CO., 
G. O. LINDERMANN. 
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NORTHERN WISCONSIN PRODUCE Co., INC., 


Manitowoc, Wis., August 17, 1955. 
JAMES R. NAUGHTON, 


Counsel, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, House Office Building, 
Washington, D.C. 

DEAR Sir: In reply to your letter of August 12, I would answer your questions 
as follows: 

Question 1. Yes. Northern Wisconsin Produce Co. did sell cheese to the Com- 
modity Credit Corporation prior to March 1954. 

Question 2. None. None of Northern Wisconsin Produce Co.’s 141,719 pounds 
of cheese would have been sold to the CCC if it would have had to be repackaged 
to CCC specifications, delivered to CCC warehouses, and were not available for 
repurchase (the reason for this is that it was a style of cheese which the CCC 
did not purchase under its regular method of operation). 

Very truly yours, 
NORTHERN WISCONSIN PRODUCE Co. 
G. D. LINDEMANN. 


PLYMOUTH CHEESE CORP., 
Green Bay, Wis., June 28, 1955 
JAMES R. NAUGHTON, 
Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D.C. 


GENTLEMEN : In reply to your letter of June 22, 1955, we are listing informa- 
tion requested. 


Question No. 1. The amount of cheese listed as sold and repurchased is correct. 
Question No. 2— 


| ee 
Date of offer | Date acceptea| Number of 
| pounds 


Invoiced 1 Amount 


ir, 26, 1954 ; Mar. 29, 1954 | 137,017 | Apr. 16, 1954 May 5 $3, 767. 97 
r. 30, 1954 | Mar, 31, 1954 | 151,162 | Apr. 23,1954 | May 4, 156. O 
ar, 31, 1954. ... ---| Mar, 31, 1954 | 71,088 | Apr, 28,1954 | May 1, 954. 92 


Tote... 359, 267 


Questien No.3. All stored at our Green Bay, Wis., warehouse. 

Question Nos. 4 and 5. Purchased entire daily production of 22 cheese fac 
tories in northeastern Wisconsin. It would involve considerable detailed work 
to compile the amounts just as requested since they were not tabulated in that 
form originally, but if you so desire, we will furnish that information as quickly 
as possible with our limited office help. 

Question No.6. After repurchase, the cheese was not sold as a block but rather 
was commingled with our regular sales extending from several days to several 
months thereafter. 

Question No. 7. Plymouth Cheese Corp. did not purchase manufacturing milk 
during January, February, or March 1954. 

Question No. 8. Announcement DA-112 was received within a few days afte 


its issuance March 9, 1954, as we are on the regular USDA Washington mailing 
list. 


Question No. 9. 


The purchase-resale program was helpful in cushioning only 
a small portion of the market value drop resulting from the lowering of support 
prices. 
We hope this information is helpful and if we can be of further service, please 
let us know. 
Yours very truly, 


PLYMOUTH CHEESE CORP., 
H. E. Sears. 











466 PURCHASE RESALE TRANSACTIONS OF CCC 


PLYMOUTH CHEESE Corp., 
Green Bay, Wis., September 1, 1955. 
Mr. JAMES R. NAUGHTON, 
Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

GENTLEMEN : Replying to your letter of August 25, we are pleased to answer in 
numerical order as follows: 

1. Plymouth Cheese Corp. sold Commodity Credit Corporation under announce- 
ment DA-100 prior to April 1, 1954, 2,481,184 pounds of cheese, and after April 1, 
under announcement LD-2, about 883,376 pounds. 

2. Probably all of it. 

3. (ad) 255,277 pounds were Cheddars that met DA-—100 requirements, the bal 
ance being smaller style cheese (about 24 pounds net to box) met the amended 
requirement without need of repackaging. 

(6b) It was all worth 37 cents per pound since it was aged cheese originally 
purchased fresh against 37 cents support level, to which at least 2% cents per 
pound curing expense was accrued. It was a tossup whether to sell outright to 
CCC at 37 cents or to sell CCC to the buy-back arrangement of DA—112 and chance 
selling elsewhere profitably on the reduced market level. 

Yours truly, 
PLYMOUTH CHEESE Corp., 
H. E. Sears. 


W.S. Pore & Sons, 
Philadelphia 6, Pa., June 30, 1955. 
INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE, 
House Office Building, Washington, D. C. 
(Attention of James R. Naughton, Esq., Counsel) 

DEAR Mr. NAUGHTON: We wish to reply to the questions asked in your letter of 
June 18, 1955, as follows: 

1. The quantity of 1,369,796 pounds of cheese was correct. 

2. We offered for sale and repurchase to the CCC two contracts or lots of cheese 
on March 81, 1954. Same were also accepted on March 31, 1954. 

Contract A2CS (Ffs) No. 154 was billed in the amount of $11,005.12 on May 12, 
1954, and payment was received on June 1, 1954. 

Contract A2CS (Ffs) No. 161 was billed in the amount of $12,966.31 on May 


2, 1954, and payment was received on June 28, 1954. 


3. All of this cheese was stored in our warehouse at Seventh and Wood Streets, 
Philadelphia, Pa., at the time of sale and repurchase. 

4, Cheese covered by contract A2CS (Ffs) No. 154 was purchased from the 
following firms: 


] 
Pounds 
Wisconsin Accredited Cheese Co., Green Bay, Wis___--_-----_______- 459, 748 
Land O’ Lakes Creameries, Inc., Plymouth, Wis.-....-..-.--_.-.- _. 102, 66314 
De. Kalb Creameries, Inc. New. York, N.. Yio sect nncteninn ccna wee 27, 360% 0 
Queensboro Farm Products, Inc., Queensboro, N, Y------------------ 39, 09634 
Cheese covered by contract A2CS (fs) No. 161 was purchased from the fol- 
lowing firms: 
Wisconsin Accredited Cheese Co., Green Bay, Wis_------- wissen esbinle'ces, t 
Land O’ Lakes Creameries, Inc., Plymouth, Wis___------- eet eee 
De Kalb Creameries, Inc., New York, N. Y_---- a al a 
Queensboro Farm Products, Inc., Queensboro, N. Y_------------ oll 22, 04214 h 
5. All cheese sold and repurchased under the program was manufactured be- 
tween May 1953, and March 1954. The exact dates would be extremely difficult ‘ 
to reconstruct. 
6. All cheese covered under this sale and repurchase program was disposed ‘ 
of through our normal trade channels during the months of May, June, July, 
and August of 1954. Again the exact disposition is impossible to give at this T 


time as the cheese is normally sold in small lots. 

7. W. S. Pope & Sons did not purchase any manufacturing milk during the 
months in question nor on any other dates. 

8. Copies of announcement DA-112 were received in our office on or about 
March 19, 1954, and amendments to announcement DA-112 were received on or 
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about March 25, 1954. All were received from the National Cheese Institute in 
Chicago, Ill. 

9. Generally speaking this program would seem to be the best answer to an un- 
solvable problem. Without some measure of relief to the assembler or processor, 
the CCC would most likely be the only buyer during the several months prior to 


in any anticipated lowering of the price support. 
We would also like to point out that although the assemblers and processors 
ce- here in the East were penalized 1 cent per pound in this program all the proceeds 


ot of the sale and repurchase program were immediately passed along to the con- 
sumer. Our published price was lowered 2 cents per pound on May 1, 1954, even 
though only a portion of our inventory was affected by this program. 


bal- We sincerely trust that this information is sufficient, however, should there be 
ded any further questions, we will be only too pleased to cooperate. 

Sincerely yours, 
ally W.S. Pore & Sons, 


per WALTER S. POPE. 
t to PT en 


nce W. S. Pope & Sons, s 


Philadelphia é. Fa. November 9, 1955. 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE, 
. House Office Building, Washington, D. C. 
; (Attention: James R. Naughton, Counsel.) 

DEAR Mr. NAUGHTON: In reply to your letter of August 25, the following are 
the answers by the numbers. 

1. Not directly ; however, our contractual obligations were released to the Com- 
modity Credit Corporation on quite a few occasions. 

2. Purely speculative, depending on the specifications and the locations of the 
warehouses. 

3. (a) Approximately 772,253 pounds would have met Da-—100 specifications as 
the Commodity Credit Corporation had no specifications for standard commercial 
small style cheese prior to those announced in Da-112. 

(Db) All of it 

(c) All the cheese were worth more than 37 cents a pound in April 1954. 

We sincerely trust that this is the desired information and, if we may be of any 
further help, feel free to write us. 

Yours very truly, 
May Wa ter S. Pope. 


or 





























r of 


‘ 


eese 
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Rip LAKE CHEESE Co., 
1 the Medford, Wis., July 13, 1955. 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEF, HOUSE OF REPRESENTATIVES, 
nds House Office Building, Washington, D. C. 
743 (Attention: Mr. James R. Naughton, Counsel.) 
16314 Dear Sir: Replying to your letter questionnaire regarding sale and repurchase 
360% of cheese, we are pleased to submit the following information : 
9654 1. The tonnage listed is correct. 
te 2. (a) Date offered and confirmed March 29, 1954. 
(b) Repurchase date of invoice April 22, 1954. 
(c) Payment received May 7, 1954, included in check received in payment for 
1814 two other cars sold to CCC. 
317 (d) Amount received $2,846.56. All lots paid with same check. 
391% 3. Cheese was in storage located at Rib Lake Cheese Co., Medford, Wis., ware- 
0421, house. 
4 be- 1, Cheese purchased from : : 
fficult (a@) Hawkins Cheese Factory, Hawkins, Wis., 54,856 pounds, purchased No- 
vember and December 1953, January 1954. 

(b) Neillsville Milk Products, Neillsville, Wis., 25,760 pounds, purchased Jan- 
uary, February, March 1954. 

(¢) West Marshfield Cheese Factory, Marshfield, Wis., 4,084 pounds, purchased 
January 1953. 

(d) Kraft Foods Co., Green Bay, Wis., 10,725 pounds, purchased January 1954. 

(e) C. J. Berst & Co., Portage, Wis., 7,631 pounds, purchased March 1954. 

5. Approximate date of production was June 1953 to March 1954 inclusive. 

6. Disposition of cheese was made during the months of April and May 1954. 


posed 
July, 
t this 


ig the 


about 
on or 
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7. Rib Lake Cheese Co. purchased milk during the months of January, Feb- 
ruary, and March 1954. 
8. USDA-112 was received in March 1954. 
Yours very truly, 
O. R. THompeson, President. 


Rip LAKE CHEESE Co., 
Medford, Wis., September 19, 1955. 
INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE HOUSE OF REPRESENTATIVES, 
House Office Building, Washington, D. C. 
(Attention: James R. Naughton, Counsel.) 
DEAR Str: Re your letter of August 25. Answering question No. 1, we had 
sold cheese to the Commodity Credit Corporation previous to March 1954. 
I am unable to answer question No. 2 as I was not faced with the actual neces- 
sity in making the decision. 
Yours very truly, 
O. R. Thompson, President. 


SALEM COMMODITIES, INC., 
Oakland, Calif., July 1955. 
Re: Superior Cheese Co. sale of cheese to CCC during March and April, 1954 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives, Washington, D. C. 

DEAR MR, NAUGHTON : Your letter of June 21, 1955, on the above subject, directed 
to Superior Cheese Co., Green Bay, Wis., has been referred to this office for 
reply. 

Under the regulations established by the United States Department of Agricul- 
ture under Announcement Da-112, Superior Cheese Co., a division of Salem 
Commodities, Inc., sold to and repurchased from CCC, 2,793,570 pounds of cheese 
rather than the amount of 2,795,901 pounds as stated in your letter. 

The answers to the information requested in your letter under items 1 to 9, 
inclusive, are attached hereto under the heading, “Superior Cheese Co.,” and 
dated June 28, 1955. 

We trust this information complies with your request. If you desire any 
further information, please let us know. 

Very truly yours, 
C. GLENN Morris, Attorney. 


SUPERIOR CHEESE Co., 
June 28, 1955. 


ANSWERS TO JUNE 21, 1955, INQUIRY BY JAMES R. NAUGHTON, COUNSEL, 
INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE 


Question 1. The correct amount of cheese sold to and repurchased from Con 
modity Credit Corporation by Superior Cheese Co. is 2,793,570 pounds. 

The answers to questions 2 through 5, inclusive, are consolidated in the follow- 
ing table: 

Lot 1. Stored at Superior Cheese Co., Myrtle Point, Oreg.; sold to CC 
March 17, 1954; repurchased April 1, 1954; payment in amount of $442.64 
received May 8, 1954; 25,294 pounds of cheese manufactured in our own plant 
at Myrtle Point, Oreg., between October 5, 1953 and November 1, 1953. 

Lot 2. Stored at Superior Cheese Co., Portland, Oreg.; sold to CCC March 
26, 1954; repurchased April 1, 1954; payment in amount of $445.72 received 
May 8, 1954; 25,470 pounds of cheese manufactured by Ellisville Cooperativé 
Dairy Association, Luxemburg, Wis., and Elm Dairy Cooperative Associatiot 
Coleman, Wis., between September 22, 1952 and October 7, 1952 inclusive, and 
purchased by us approximately 3 to 7 days after manufacture. 

Lot 3. Stored at Atlas Warehouse & Cold Storage Co., Green Bay, Wis. ; sold 
to CCC March 26, 1954; repurchased April 1, 1954; payment in amount of 
$60,492.58 received June 5, 1954; (see attached list). 

Lot 4. Stored at Atlas Warehouse & Cold Storage Co., Green Bay, Wis.; sold 
to CCC March 381, 1954; repurchased April 1, 1954; payment in amount of 
$9,294.64 received June 5, 1954; (see attached list). 
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Lot 5. Stored at Haslett Warehouse Co., Oakland, Calif.: sold to CCC March 
31, 1954; repurchased April 1, 1954; payment in amount of $3,084.92 received 
May 8, 1954; 176,281 pounds of cheese manufactured in our own plant at Myrtle 
Point, Oreg., between May 21, 1953 and August 5, 1953. 

Lot 6. Stored at Superior Cheese Co., Oakland, Calif.; sold to CCC March 
31, 1954; repurchased April 1, 1954; payment in amount of $504.15 received May 
8, 1954; 28,808 pounds of cheese manufactured in our own plant at Myrtle Point, 
Oreg., between May 27, 1953 and September 1, 1953. 


Detail of lot 8 


j 
Purchased from— | Quantity Dates of manufacture Date of purchase 


| 
| Pounds 


llisville Co-op Dairy Association, | 546,796 | June 20 to Dec. 26, 1953, (vir- | Approximately 3 to 7 
Luxemburg, Wis. | tually inclusive). days after manufac- 
ture. 
Im Dairy Co-op Association, Cole- 171, 561 | June 24 to Nov. 9, 1953 (vir- Do. 
man, Wis. tually inelusive). 
ind O’Lakes Creameries, Inc., Ply- 218, June 11 to July 1, 1953, Aug. | Approximately 10 to 15 
mouth, Wis. 8 to Sept. 26, 1953. days after manufac- 
ture. 
Se ekuecasenesck 27,757 | Aug. 22 to Sept. 5, 1953, (in- | Oct. 9, 1953. 
clusive 
1e Moon Foods, Inc., Thorp, Wis-_--| 094 | June 23 to Sept. 25, 1953, | Approximately 10 to 15 
(inclusive). days after manufac- 
ture 
; D. Schreiber & Co., Inc., Green 7,188 | June 2 to Sept. 18, 1953, (in- Do 
ted Bay, Wis. clusive). 
for irmers Creamery, Inc., Bangor, Wis 757 | Jan. 23 to Feb. 7, 1954, (in- | Approximately 10 day 
clusive after manufacture 
ul raft Foods Co. of Wisconsin, Green 8,190 | Apr. 8 to Apr. 26, 1952, (in- | June 30, 1953. 
cul- Bay, Wis. clusive) 
lem OG See wes 6,012 | Apr. 2 to Apr. 15, 1952, Nov. 30, 1953 
PESe clusive 
shire-Marty Co., Plymouth, Wis 10,377 | Sept. 14 to Sey , (in- | Jan, 28, 1954 


clusive 


o 9, 
and Total lot 3... - . 2, 199, 730 


ony Detail 


Quantity manufacture Wate of purchase 


Pounds 
i O’Lakes Creameries, Inc., Ply- 140,213 | July 2 to Aug 
uth, Wis. clusivs 


mers Creamery, Inc., Bangor Wis 197,774 | Dec. 23, 1953, 
1954 (inclusive). 


otal, lot { 


Recapitulation 


Amount of pay- 

ment received 

over sale price 
to CCC 


25, 294 
25, 470 
2, 199, 730 
337, 987 
176, 281 
28, SUS 


2, 793, 570 

Question 6. Disposition of cheese after purchase from CCC was made by sale 
ver a period of approximately 10 months after April 1, 1954, to Safeway Stores, 
‘ne., for distribution to consumers through its retail stores. 
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Question 7. Superior Cheese Co. purchased manufacturing milk during Janu- 
ary, February, and March 1954. 

Question 8. Superior Cheese Co. received information as to the program an- 
nounced in Da-112 on March 5, 1954, as contained in the USDA Press Release 
606—54, dated and issued March 4, 1954. Under date of March 12, 1954, Superior 
Cheese Co. received from the USDA a letter dated March 9, 1954, and signed 
by Don S. Anderson, Acting Director, Livestock and Dairy Division, enclosing : 

(1) Press release issued March 4, 1954; 
(2) Announcement Da-112; 
(3) Amendments to Announcements Da—99, Da—100, Da—101, and Da-102 

Under date of March 25, 1954, Superior Cheese Co. received from the USDA a 
copy of an amendment to Announcement Da-112. 

Question 9. No comments. 

SALEM COMMODITIES, INC., 
Oakland, Calif., September 8, 1955 
Re Superior Cheese Co. sale of cheese to CCC during March and April 1954, 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives, Washington, D. C. 

DEAR Mr. NAUGHTON: This will acknowledge receipt of your letter of August 
26, 1955, wherein you ask for further information to supplement that furnished 
you by our letter of July 8, 1955. The answers to your questions are set forth 
below and numbered in the same order as your questions. 

1. Superior Cheese Co. sold cheese to Commodity Credit Corporation on numer- 
ous occasions before March 1954, subject to the terms of Announcement DA-—100 
of April 1, 1953, at the announced support price of 37 cents per pound. 

2. We undoubtedly would have disposed of most of our inventory of 2,793,570 
pounds of cheese to Commodity Credit Corporation had Da-112 not been issued. 
When this inventory was acquired, we had it packed in styles and boxes accept- 
able for sale to CCC under regulation DA-100 and had the stocks inspected and 
certified by a Government grader at our expense at the time of acquisition. This 
was done to assure a product marketable to CCC and we had begun selling the 
inventory of cheese to CCC in February 1954 before Da-112 was announced on 
March 4, 1954. 

The official announcement issued February 15, 1954, that the support prices 
for cheese would be reduced on April 1, 1954, was received by us on February 15, 
1954. <All cheese in this inventory was acquired at prices based upon the 1953 
support price of 37 cents. Even though there was a reduction in the Wisconsin 
Cheese Exchange Market at Plymouth, Wis., after the announcement of Februar) 
15, 1954, of the reduction of the support price, we continued to pay for cheese 
in Wisconsin on the basis of the 37-cent support price until March 31, 1954 
The same policy was followed at our Oregon factory. 

3. (a) All af the cheese sold by Superior Cheese Co. to CCC and repurchased 
under Da-112 met the size and packaging specifications of Announcement Da- 
100 except certain small styles (Longhorns, Daisies, ete.) not acceptable under 
Da-100, but were made acceptable under Da-112 by an amendment issued late 
in March 1954. The amount of inventory in this category was relatively smal! 

(b) None of the stock was worth 37 cents per pound or more in April 1954 
It was worth only 34%, cents per pound, the price at which the stock could 
have been replaced by purchases from CCC. As evidence of this, Superior Cheese 
Co. purchased numerous cars of cured cheese from CCC after April 1, 1954 
and has continued such purchases up to the present time based on the 3414-cents- 
per-pound support price. 

(c) After April 1, 1954, Superior Cheese Co.’s billing price for mild cured 
Cheddar cheese to the various retail distribution divisions of its affiliate, Safe- 
way Stores, Inc., ranged from 34% cents to 36% cents, depending on the distance 
from the supply source and competitive conditions. These prices were on 
delivered basis and included storage, handling, overhead, and freight out. Prior 
to April 1, 1954, these billing prices from Superior Cheese Co. to the distributio: 
divisions of Safeway Stores, Inec., were 2 cents to 3 cents higher. The reduced 
billing price after April 1, 1954, of Superior Cheese Co. was generally reflected at 
the retail level of Safeway Stores, Inc. 

I believe the above information answers your questions. 

Very truly yours, 
C. GLENN Morris, Attorney 
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ScHMITT Bros. & WALTHER Co., 
Platteville, Wis., August 2, 1955. 
fAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Committee, 
House Office Building, Washington, D. C. 

GENTLEMEN : In reply to your letter on June 23, 1955, regarding cheese sold to 
the Government under announcement Da-112 we supply the following informa- 
tion: 

1. We sold a total of 110,127%5 pounds to the Government. 

2. The Cheddar cheese was graded on March 25, accepted on March 27, invoiced 
on April 26, received payment on May 5. Amount of payment was $2,467.51. The 
20-pound loaf cheese was graded on March 30, accepted on March 31, invoiced 
May 3, and received payment on May 15. Amount of payment was $561. 

3. The cheese was stored at Schmitt Bros. & Walther Co. coolers, 

4. The Cheddar cheese was purchased from the Blockhouse Cheese Co. and 
the Lone Pine cheese factory. Blockhouse furnished us with 85,624 pounds, Lone 
Pine with 4,10344 pounds. This cheese was purchased from May 23, 1953, to 
October 27, 1953. The 20-pound loaf cheese was purchased from the Five Points 
Cheese Co. and the Shullsburg Creamery. Five Points had a total of 12,480 
pounds and Shullsburg had 7,920 pounds. This cheese was purchased from Octo- 
ber 18, 1953, to March 30, 1954. 

5. This cheese was produced between May 21, 1953, to March 27, 1954. 

6. After repurchase the Cheddar was sold to Swiss Colony at Monroe and to 
local sales after June of 1953. The 20-ponnd loaf was sold to local sales over a 
period of 6 months. 

7. Schmitt Bros. & Walther Co. purchased no manufacturing milk during 
January, February, or March 1954. 

8. We received announcement Da—112 in early March from CSS office in Wash- 
ington, D. C. 

9. This method of handling storage cheese was necessary in order to avoid 
special cured cheese from going into the hands of the warehouse of the Govern- 
ment. If the sale had been made of the current cheese there would not have been 
any aged cheese available for local market. 

Sincerely, 
Scumitt Bros. & WALTHER Co. 


ScuMiTT Bros. & WALTHER Co., 
Platteville, Wis., November 16, 1955. 
James R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

GENTLEMEN: In reply to your letter of November 10, regarding your letter of 
August 24, the answers are as follows for the questions: 

1. Yes; Schmitt Bros. & Walther sold cheese to the Commodity Credit Corpora- 
tion prior to March 1954. 

2. There would have been none of the 110,127 pounds of cheese sold to the 
CCC if it had to be repackaged to CCC specifications, delivered to CCC ware- 
houses and could not have been repurchased by Schmitt Bros. & Walther. 

3. (a) About 10 percent of the cheese was made up for aging after announce- 
ment Da-112 was made. This portion would have been sold under Da-—100 if 
Da-112 had not been offered. The other 90 percent of the cheese would have 
met all specifications. 

(b) Cheese not worth 37 cents per pound March 1954 was held to be sold as 
aged cheese when aged to satisfy our customers. 

(c) We assumed the sell-back program under Da-112 was for the purpose of 
making it possible for the holders of cheese to drop his price so that the consumer 
received the benefit of the lower price with hopes this along with proper cure 
would encourage consumption of cheese. 

We did lower our price on cured cheese to both wholesalers and retailers at 
that time. 

Sincerely, 
R. C. WALTHER, Manager. 
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L. D. SCHREIBER & Co., ING., 
Green Bay, Wis., July 15, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House Office Building, Washington, D.C. 

Dear Mr. NAUGHTON: Referring to your letter of June 18 and our reply of 
July 5, we are pleased to attach a complete tabulation of the information re- 
quested in the questions Nos. 1 through 6 in your letter. 

Question No.7: Yes. 

Question No. 8: Announcement Da-112, dated March 9, 1954, was received in 
our office on March 12, 1954. Previous information was available from radio or 
newspapers on March 4 or 5 from a press release of the USDA No. 606-54, dated 
March 4, 1954. 

Very truly yours, 
M. G. Busu, Vice President. 
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L. D. SCHREIBER & Co., INC., 
Green Bay, Wis., September 22, 1955. 
Mr. JAMES R. NAUGHTON, 
« Counsel, Intergovernmental Relations Subcommittee of the Committee on 
Government Operations, House Office Building, Washington, D. C. 

DEAR Mr. NAUGHTON: In answer to your letter of August 26 we are pleased 
to furnish the following information: 

1. Yes; very large quantities. 

2. It is exceedingly difficult to answer this question because we can only 
guess what we might have done prior to March 31, 1954, had there been no 
Da-112. Probably we would have sold a minimum of 600,000 pounds under the 
circumstances described in this question. 

3. (a) All of it met size specifications in Da—-100. Some portion of it was 
in use (not new) containers and could easily have been reboxed. 

(b) None. 

(c) All of it was worth less than 37 cents per pound in April 1954. All of 
it was used in processed cheese where it had a value of 3114 cents—82 cents per 
pound. The actual packaged processed cheese, cheese food, or cheese spread 
was sold at prices ranging from 27 cents to 38 cents depending upon variety 
and package. 

Very truly yours, 
M. G. Busu, Vice President. 


JULY 18, 1955. 

Mr. JAMES R. NAUGHTON, 

Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D.C. 

DEAR Mr. NAUGHTON: Replying to your inquiry of June 22 relative to transac- 
tions with the Commodity Credit Corporation during March and April of 1954 
we list the following answers to questions submitted by you. 

1. The amount of cheese sold to and repurchased from CCC is correct as 
listed—65,267 pounds. 

2. Cheese was sold to CCC on March 16, and was repurchased on March 19 
subject to no use of this stock until April 1. Payment was received on May 3 
in the amount of $1,781.70 covering the 1 lot of cheese sold. 

3. Cheese was stored at Woody’s Cheese Co. public storage, 200 North Broad- 
way, Green Bay, Wis., at the time of sale and repurchase. 

4. One portion of the cheese was purchased from Commodity Credit Corpo- 
ration about January 16 and the balance was purchased from Woody’s Industries 
in September and October of 1953. 

5. The Commodity Credit cheese was manufactured in May 1953 and the 
Woody’s Industries cheese was manufactured in September and October of 19538 

6. The Commodity Credit cheese was sold in April, May, and October of 1954 
and the Woody’s Industries cheese was sold in May of 1954 all to the Woody’s 
Cheese Co. 

7. No. 

8. Announcement Da-112 was received approximately March 15 from the 
Comomdity Stabilization Service, Livestock and Dairy Division, Washington, D. C. 

9. No comment. 

Yours very truly, 
FE. J. ScRAY. 


JULY 25, 1955. 
Re E. J. Seray 
Mr. JAMES R. NAUGHTON, 


Counsel, Intergovernmental Relations Committee, 
House Office Building, Washington, D. C. 


DEAR SiR: On July 18, 1955, in reply to your inquiry of June 22 relative to 
transactions with the Commodity Credit Corporation, the Woody Cheese Co. 
prepared and submitted to you the information asked. 

The letter indicates that sales of cheese and repurchase thereof were made 
by E. J. Scray. The sales and repurchases reported were made by the Woody 
Cheese Co. or Woody’s Industries. 

E. J. Seray is interested only in assisting Woody Cheese and Woody Industries 
in financing the purchase of cheese. The Woody Cheese Co. selects the cheese, 
makes all arrangements for the storage of the cheese in a public warehouse, for 
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the removal thereof from public storage, pays all storage rates and has general 
control and supervision thereof. The cheese is placed in the name of the avove 
individual, only, as collateral to the loan of the Woody Cheese Co. 
E. J. Seray has no connection with or interest in the Woody Cheese Co., nor 
does he buy or sell cheese. 
E. J. Scray. 
P. 8S. Copy to Woody Cheese Co., Waupaca, Wis. 


Woopy’s CHEESE Co., 
Waupaca Wis., September 2, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives, 
House Office Building, Washington, D. C. 


Deak Mr. NAUGHTON: This will reply to your letter of August 26 in further 
reference to information furnished you by Mr. Ed Scray relative to the 65,267 
pounds of cheese offered by us to CCC. 

The answer to question No. 1 is “None.” 

Yours very truly, 
C. BE. Woopy. 


(ore ee 


PLEASANT VIEW CHEESE FAcTORY, 
Appleton, Wis., July 25, 1955. 
James R. NAUGHTON, 
House of Representatives, 
House Office Building, Washington, D. C. 


DeArR Str: In answer to your letter of June 22, 1955, I shall do my best to 
give the information you want. First of all, I want you to know, I paid the 
patrons or farmers, 35 cents per pound for all cheese made in February and 
Mareh 1954. And held this cheese and contracted with the CCC to sell them 
the cheese. And I bought it back again after April 1, 1955, for a difference of 
$0.0275 per pound. 

Here are the facts. I paid the farmer 35 cents per pound. Later on I actually 
received the new price after April 1, 1954, which was $0.3075 per pound, a dif- 
ference of $0.0425 per pound and received through the repurchase plan by the 
CCC $0.0275 per pound, so I really lost $0.015 per pound. 

Now if you want all the dates and figures or further information I will be 
glad to give them to you. 

Yours truly, 
ARTHUR A. SIMON. 

P.S. I don’t believe in high support prices, but could you tell me why some 
are held at 90 percent of parity and others, like dairy products, are much less? 


(Payments were made by CCC to both Pleasant View Cheese Fac- 
tory and Arthur A. Simon. This reply is in response to the June let- 
ter to Arthur A. Simon although answered on Pleasant View Cheese 
Factory letterhead. No reply was received from Pleasant View 
Cheese Factory nor did Arthur A. Simon reply to the August letter.) 


Tue F. H. Snow CAnnine Co., INc., 
Pine Point, Maine, July 22, 1955. 
Mr. James R. NAUGHTON, ' 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

Dear Str: This letter is in reply to a copy of your letter of June 18, which 
somehow was mislaid in our office. 

in reply to the first 8 items I can say that we sold and repurchased no 
“heese whatsoever under the Commodity Credit Corporation plan, although we 
did make application on the 57,683 pounds of cheese which we owned at the time. 
We were not allowed to benefit from this plan because the CCC stated that our 
cheese would not pass their tests, as set forth in their regulations. 


75575—56——31 
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Item 9 allows the stating of any comments which we may have to make on the 
purchase-resale program. In this regard, although I never have made a protest, 
I certainly have plenty of strong feelings on this point. The particular lot of 
cheese which we owned at the time was one that was specially made for us by 
the Blue Moon Foods Co. We pack a Welsh rarebit of very high quality. Over 
the years we have purchased nothing but the very finest aged, shelf-cured Cheddar 
which was obtainable. Of late years, especially since the war, we have found 
that the Canadian Cheddar cheese of the fanciest grade such as the Black Dia- 
mond brand, was the best obtainable. However, in an effort to use a domestic: 
cheese, we contacted the Blue Moon Co., which assured us that they could cus- 
tom cure cheese in such a manner that it would meet our requirements con- 
sistently from lot to lot. We told them that we would give them a free rein to 
produce the very finest self-cured Cheddar that money could buy. The particu- 
lar lot in question was the result of this effort. At the time the cheese was put 
away, they advised me that the one best way to obtain the finest flavor, was to 
put the cheese on the shelf without a wax coating, but warned me that this would 
result in a little extra waste in trimming. Since we were interested only in the 
very best we consented to this method of manufacture. Naturally, we made ap- 
plication under the purchase-resale program, because of the tremendous benetits 
to be realized therefrom. 

You can imagine how our company felt when we learned that our cheese did 
not meet the standards set up by the CCC, whereas various lots of cheese setting 
directly beside ours in the Warehouse, such as ordinary run of the mill cooler- 
cured material, made the grade with flying colors, simply because of the superfi- 
cial mold formation on our cheese which any cheese expert will tell you is abso- 
lutely unavoidable if the finest cheese was to be produced. 

As for a comment on this deal, since you have asked for it, I am going to tell 
you very frankly I think it is just about the most grossly unfair setup which I 
have seen pulled in many a year. I do not know much about politics, but I do 
have a sense of fair play, and a fair smattering of reasoning power, but when 
I see programs such as this one put over in such a way that cheap low-grade 
products can meet the standards, whereas the very, very finest material cannot 
meet the standards, I can conclude only that the program must have been rigged to 
benefit a certain element, and to exclude others who have an equal right to such 
benefits. 

I am frank to state that I question whether this program was set up in the 
best of faith, and sense of fair play, that we have a right to expect as voting 
citizens. I thought that the type of reasoning in Washington which considers 
low-grade cheese good enough to pass the test, but high-grade cheese not good 
enough, went out when the Republicans took office. Evidently, however, a liberal 
amount of such weird reasoning still remains. 

Sincerely, 
Hakotp F. SNow, Vice President. 
The F. H. Snow Canning Co., Inc. 


Swirt & Co., 
Chicago 8, [l., July 15, 1955. 
JAMES R, NAUGHTON, Esq., 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

DEAR Sir: Supplementing my letter of June 28, the following is our answer 
to the questions asked by you in your letter of June 21: 

Question No. 1. Yes. 

Question No. 2. —. 





Date | Date \ 
Plant | Contract Date sold | bought Weight| payment 
| back | received 
| 
Pounds | 
Lima, Ohio........| A2CS-FFS-137__.| Mar. 31,1954 | Apr. 1, 1954 | 30,716 | June 9, 1954 p844 
Keokuk............| A2CS-FFS8-137--.|.....do- aaa 23,687 | June 1, 1954 
Nashville_.........| A3PM-FFS-30673_|-.....do-_-_---- Apr. 10,1954 | 26,900 | June 9, 1954 
Twin Falls........| A8PM-FFS-23779 do | Apr. 1,1954 | 24,137 | June 17, 1954 ; 
Springfield_........| A9PM-FFS-20077.| Mar. 29, 1954 |.....do 50,970 | Apr. 27,1954 1,4 
Do.............| A9PM-FFS-20060-| ----- 00. se cth. 222000. a RG A he OB s-| 10; 54 


aaa el 
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ase neneney 








on the 
rotest, 
lot of 
us by 

Over 
1eddar 
found 
k Dia- 
mestic 
ld cus- 
ts con- 
rein to 
articu- 
yas put 
was to 
; would 
- in the 
ade ap- 
hbenetits 


ese did 
setting 
cooler- 
superfi- 

is abso- 


x to tell 
which I 
ut I do 
it when 
w-grade 
| cannot 
‘igged to 
to such 


p in the 
s voting 
onsiders 
10t good 
a liberal 


rt. 
p., Ine. 


r answer 


PURCHASE RESALE TRANSACTIONS OF CCC 


Question No. 3— 

Pounds 
Produce Ice & Manufacturing Co., Springfield, Mo 352, 962 
Twin Falls Fuel & Ice, Twin Falls, Idaho 24, 137 

Swift & Co. dairy and poultry plants at— 
Springfield, Mo 73, 469 
Lima, Ohio 30, 716 
Nashville, Tenn a 26, 900 
Carthage, Ill 12, 608 
Keokuk, Iowa 11, 079 


531, 871 


Pounds From— To— 


wentieth Century Foods, Ava, Mo aa 177, 253 | Dec. 18,1953 | Feb. 27, 1954 
98 | do Do. 
i, 20 | Aug. 13,1953 | Dec. 18, 1953 


ntieth Century Foods, Gainesville, Mo ; 125, 498 
rmour Creameries, Springfield, Mo. 


The balance, or 178,910 pounds, was our own production. 
Question No. 5. The cheese we produced was produced approximately at the 
following times: 
Pounds 
September 1953 : 214 
October 19538 ; = jae ideas ae ath peel. 190 
November 1953__ ae . ; coed a3 11, 535 
December 1953___— ey , = ; 34, 973 
January 1954 —- : oe ; . 26,284 
February 1954___ Saiecitae cranes 27, 843 


March 1954__ ae, ata ee a V7. 871 


RUIN N Re ede : : 5 a se _ 178, 910 


We have no knowledge of the date outside purchases were produced. 

Question No. 6. 426,431 pounds were used in processed cheese in April and May 
1954; 105,440 pounds were sold to the trade in April and May 1954. 

Question No. 7. Yes. 

Question No. 8. March 10 or 11, 1954, from D. Anderson, Director, Livestock and 
Dairy Division, United States Department of Agriculture, Commodity Stabiliza 
tion Service, Washington, D. C. 

Question No. 9. No comments, 

Very truly yours, 
Wm. N. Strack. 


Swirt & Co., 
Chicago, Ill., July 18, 1955. 
JAMES R. NAUGHTON, Esq., 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

DeAR Sir: Your letter of June 20 to Pauly & Pauly Cheese Co., Manitowoc, Wis., 
has been referred to me, as that company is a division of Swift & Co. The 
answers to the questions asked in your letter are: 

Question No. 1. 1,961,854 pounds. 

Question No. 2— 
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Pauly Cheese Co. 











Date Date of Date Amount of 
Date sold bought | invoice Weight payment payment 
back received |, 
SS | ~ 0 | te — 
| Pounds 

PEs Gi ccctiaeseexcawstesceomasueccauny A 41 OE. DO 31, 789 | June 25 $874, 20 
May 5 82,630 | May 28 2, 272. 32 
May 5 277, 965 |...do__-.. . aoa 
| June 2! 58, 255 do --|} 6, 041. 97 
June 2 58, 255 | June 21 1, 602. 01 
| May 5 228,788 | June 16 6, 291. 67 
June 24 302,562 | July 8 8, 320. 45 
May 20| 1,038,120 | July 8 28, 548. 30 
|—— ———___. ————— = 
a iid: cn nideadipadcsicintcnibdebeuncskine kemelanee eee ekaaak ne Gee aembemee | is sacassel as cts svaicelsacnes Pecanccepiiootccmuaa) 53, 950. 92 








‘ Credit memo. 


Question No. 3. Pauly Cheese Co.—Escanaba, Mich.; Manitowoc, Wis.; Reeds- 
ville, Wis.; Green Bay, Wis.; Zachow, Wis. Wisconsin Pre Package Cheese Co., 
Marshfield, Wis. 

Question No. 4. Cheese was purchased from various cheese factories in the 
States of Wisconsin and Michigan. 

Question No. 5. Cheese was produced approximately in the months of Decem- 
ber 1953, and January, February, and March 1954. 

Question No. 6. Cheese was sold in general distribution to regular trade during 
April and subsequent months. 

Question No. 7. Yes. 

Question No. 8. March 1954, from D. Anderson, Director, Livestock and Dairy 
Division, United States Department of Agriculture, Commodity Stabilization 
Service, Washington 25, D. C. 

Question No. 9. No comments. 

Very truly yours, 
Wm. N. Srrack. 


Swirt & Co., 
Chicago 8, Iil., October 5, 1955. 
JAMES R. NAUGHTON, Esq., 
Counsel, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, Washington, D. C. 
Dear Sir: Answering your letter of August 26, the answer to the first question 
is “Yes” for both Swift and Pauly & Pauly. 
The answer to the second question is that we do not know. Therefore, we are 
not answering the third question. 
Very truly yours, 
Wma. N. SrTRack. 





TILLAMOOK COUNTY CREAMERY ASSOCIATION, 
Tillamook, Oreg., July 1, 195 
JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 
99 


DeAaR Mr. NAUGHTON: In answer to your letter of June 23 as far as we can 
see the amount of cheese listed in your letter is approximately correct. All of 
this cheese was produced by our own producers and was stored mainly here at 
Tillamook, Oreg. A smaller portion of the stocks were stored in San Fran- 
cisco and Los Angeles. The cheese was produced prior to March 31 and entirely 
by our own producers as we purchase nothing from anyone else. 

The cheese was disposed of in our regular marketing procedures after Apri 
1. We did produce manufacturing milk during the months of January, February 
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and March, 1954 as we have constantly in our association for the past 50 years 
or so. As to where we received the announcement BA-112, we would not be able 
to say at this time except that concern over what was going to be done to main- 
tain producer prices until March 31 was being discussed almost daily among the 
trade and information as to what was being worked out to maintain producer 
prices Was coming to us from all directions. 

As far as we can see, any concern or investigation of this transaction is purely 
political publicity. It was perfectly plain to see that the administration was 
helpless to prevent doing something of this kind as it was necessary in order 
to maintain prices to producers to March 31. If we are correct, the present ad- 
ministration inherited a pledge from the previous administration that these 
producer prices would be maintained at 90 percent until March 31, 1954. When 
the announcement was first made that dairy prices were to be reduced to 75 
percent of parity, there was immediately a collapse in the market, which was 
later restored by the assurance that purchasing prices would be maintained 
until March 31. 

The fact that the Government purchased the cheese and sold it back without 
the cheese moving from private storehouses was actually a saving to the Govern- 
ment rather than any taking of advantage by manufacturers. Actually, if they 
had not made this arrangement, the Government would have been in the position 
of having to buy all of this cheese and actually to pay transportation and storage 
charges and the fact that the trade bought it back for three-fourths of a cent less 
than it was sold for was no doubt figured on what it would cost the trade under 

rmal circumstances to move any cheese back from Government stocks. 

As long as price supports are maintained on any commodity, the Government 
will no doubt be faced with buying all production prior to any price drop. We 
aiso recall this exact situation happened during the last war when a payment 
was made to all manufacturers on stocks that were on hand when a rollback 
was effected. This is nothing new. 

We actually are not in favor of price supports to anyone except in times of 
real stress to cushion bad drops, but we do feel that our dairymen are entitled 
to what little they have received in comparison with the producers of wheat, 
corn, cotton, rice, peanuts, and tobacco. We know that everything received 
from this payment to us was passed on to producers as it could not be other- 
wise in a cooperative association. It is also our observation that the payment was 
passed on by private handlers to producers, as the price would have collapsed 
for milk produced in February and March had not this arrangement been worked 
out, and the Government pledge to support prices to March 31, 1954, would not 
have been fulfilled. 

We do not appreciate the insinuation that the dairy industry has taken ad- 
vantage of the situation and that producers did not benefit. It was obvious to 
us that some such arrangement would be necessary to keep producer prices from 
dropping in February 1954 and it probably would have been accomplished even 
more readily under a Democratic administration. 

Yours very truly, 


H. S. Drxon, 
General Manager. 


(Tillamook County Creamery Association did not reply to the 
August letter. ) 
Topco ASSOCIATES, INC., 
Chicago, Ill., July 29, 1955. 
Mr. JaMEs R. NAUGHTON, 

Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

DEAR Mr. NAUGHTON: This is our reply to your request of June 18, 1955, for 
information concerning cheese sold to the Government and repurchased under 
regulations established by Agriculture Department Announcement DA-112. 








480 PURCHASE RESALE TRANSACTIONS OF CCC 


























First you asked us to verify the quantity of 433,927 pounds. According to our 
records, 363,766%4 pounds are involved. Please refer to purchase vouchers (form 
CCC-125) : 

— -= es 
Date offered | Date pay- | 
| Pounds | to Govern- | ment received Cheese location 


ment | 
| 


_ 





| | 
| Mar. 30,1954 | June 23, 1954 Canton, N. Y. 





B-557693 . 89, 77314 $1, 571. 03 

B-557689 5 77, 241 2, 124.13 Mar, 29,1954 | May 14,1954 | Green Bay, Wis. 
B-557692 : ba: _....-| 39,660 | 1,090.65 | Mar. 31,1954 | May 10,1954 Do. 

B-557697 ___..--- . stile 41, 110% 719. 44 -do........| May 7,1954 | Chateaugay, N. Y. 
B-175380_.... _ ae 27, 357 478. 75 _do | May 3, 1954 Do. 

B-557691 bs _...--| 88, 62414) 2, 437.17 E@D. és | June 15,1954 | Green Bay, Wis. 


Total_. ae _ 8, 421.17 
The above cheese was purchased from Wisconsin and New York assemblers for 
ultimate shipment to TOPCO’s members. This cheese was shipped to TOPCO’s 
members over the period June 1954 to February 1955. 
TOPCO did not purchase manufacturing milk during January, February, or 
March, 1954. TOPCO heard of announcement DA-112 about February 1954 from 
published announcements. 
It is hoped that we have been able to furnish information required. 
Thank you. 
Very truly yours, 
Torco ASSOCIATES, INC., 
Rosert BRISKER, Dairy Buyer. 


Topco ASSOCIATES, INC., 
Chicago, Ill., October 3, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee of the Committee on 
Government Operations, House Office Building, Washington, D. C. 
DEAR Mr. NAUGHTON: In answering your letter of August 26, 1955, the names 
of the firms from which Topco Associates purchased cheese involved in DA-112 
transactions are as follows: Kraft Foods Co.; Pauly Cheese Co.; Appleton 
Cheese Co.; Blue Moon Foods Co.; Plymouth Cheese Corp. 
The approximate dates of production are May to October 1953. 
Topco Associates did not sell cheese to the Commodity Credit Corporatio: 
prior to March 1954. 
With respect to your fourth question, the answer is that we probably would 
not have sold any of the cheese on which we received payment on DA~—112 to the 
CCC, but this is a very hypothetical question and we cannot say with certainty 
what we would have done at that time if the circumstances had been different 
In answer to your question No. 5 (a), our cheese is prepared on a custom basis 
I would assume we could make all necessary arrangements to meet packaging 
requirements as required in DA-—100. 
Answering question No. 5 (b), according to DA-112, our inventory value was 
set at $0.3225 plus dry, and as such, was transferred to our membership at our 
cost. 
Sincerely, 
ROBERT BRISKER 


VLasic Foops Co., 
Detroit, June 22, 195 
Mr. JAMES R. NAUGHTON, 
House of Representatives, 
House Office Building, Washington, D. C. 

DeAR Mr. NAveuton: This is in reply to your letter June 18, 1955, listing nin 
points of inquiry affecting the sale and repurchase of Cheddar cheese by us under 
regulations established by Agriculture Department announcement DA 112 which 
had to be offered before April 1, 1954. 

1. The listed amount of 127,613 pounds is correct. 

2, 3, 4 and 5. Enclosed you will find a copy of billing we made June 18, 1954, 
to the Department of Agriculture also enclosing cheese-grading certificates show- 
ing that we purchased 2,455 boxes Michigan Cheddar cheese, weighing &!),‘45 
pounds, from Fairmont Foods, in Detroit, June 1953, and 1,000 boxes New York 
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‘ 


to our State Cheddar cheese, weighing 37,670 pounds, from H. C. Christians Co., in 
(form ' (Chicago, IIL, about June 1953. These certificates also give lot numbers and any 
‘1; pertinent information desired. Payment of $3,509.36 was received July 26, 

195-4. 

(. This cheese was being sold at store-door level to grocers in Detroit and 

surrounding suburbs from our warehouse in small lots from 1 box (average 32 
pounds) and up. 

a 7. No manufacturing milk was purchased for January, February, or March 
1954. 

is, s. Announcement DA 112 was published in March 1954 newspapers, in cheese 

LY journals, and our local Michigan Department of Agriculture were able to fui 

oe | nish all details for its complete handling. 

jis. 9, The only comments we can make is that we are greatly indebted to the 
wonderful cooperation received from the Michigan Department of Agriculture 
in helping us process the necessary procedures. Furthermore this plan enabled 
us to reduce the price of cheese to the grocers without having to take a loss 


ers for We felt this was only fair and proper since the decline in the market was a 
YPCO’s esult of Government changing the parity and subsidy programs and was not due 

to normal supply or demand. Which means, that everyone in the cheese and 
ary, OT butter business having inventories would have had to suffer to no fault of theirs 


94 from or normal market conditions. 
Trusting this will give you the desired information you are seeking, I remain, 
Very truly yours, 
ALBERT DUBIN, Treasure? 


STATEMENT—CHEESE AND GROCERY 
uyer. VLASIC & Co., 
Detroit, Mich., June 18, 1954. 
1955 UNirep STATES DEPARTMENT OF AGRICULTURE, 
; Commodity Stabilization Service, 
ittee on Program Operations Division, Cincinnati, Ohio: 
Purchases : 127,613 pounds (3,455 boxes) Cheddar cheese, at 37 cents. $47, 216. 81 
> names Sale: 127,613 pounds Cheddar cheese, at 3442 cents . 43, TOT. 45 
DA-112 ; 
.ppleton Net amount due ee xa ; abst ; ; 3, 509. 36 
Contract No. A-2CS (FFS) 134. 
the commodity remained in the place in which it was sampled or graded from 


atior . 7 . > P * 
poration the time of sampling or grading until repurchases and redelivered to the offerer. 


y would 


[2 to the Viasic Foops Co., 
ertainty Detroit, August 11, 1955 
lifferent. Mr. James R. NAUGHTON, 

ym. basis. House of Representatives, 


ackaging House Office Building, Washington, D. C. 

Dean Mr. NAUGHTON: This is in answer to your letter of August 3 seeking 
additional information for the subcommittee studying cheese transactions of 
the Commodity Credit Corporation during March and April of 1954. 

\nswer to question “Did we ever sell cheese to CCC before March 1954” is 
“No. 
RLISKER. " 


alue was 
p at our 


rhe second question inquiring if we would have sold this lot of cheese if we 
0 knew it had to be repackaged or delivered to CCC warehouses and could not 


1955 ; have been repurchased, etc., is something we can’t answer today. Under the 
‘nnouncement DA 112 entitled “Purchase and resale of salted butter, Cheddar 
cheese, and nonfat dry milk solids,” it specifically stated that the Cheddar 
leese had to be inspected, graded, and had to remain on premises where it 
Was graded or sampled until repurchased by offerer. Since we passed and com- 

plied with the necessary inspections and requirements, the CCC was able to 

accept our offer. Now if the specifications or terms were different from that 
ae in DA 112 it could have altered things and then again we could have 
quaified, 
lrusting that this will answer your desired inquiry, I remain, 
Very truly yours, 


ting nine 
us under 
12 which 


18, 1954, 
tes show- 
ng 89,43 
Jew York 


ALBERT DuBsIn, TJ'reasurer. 
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Von’s GROCERY Co., 
Culver City, Calif., July 15, 1955 
Mr. JAMES R. NAUGHTON, 
Counsel Intergovernmental Relations Subcommittee, 
Washington, D. C. 
Dear Mr. NavuGuton: In answer to your letter of June 18, and wire of July 13, 
we give you the following information. 
In answer to questions: 
1. The listed amounts of cheese sold to and repurchased from CCC by Von's 
Grocery Co., are correct. 
2. The cheese was sold to CCC on March 29, 1954. It was repurchased by 
Von’s on April 9. Payment was received for the difference in price on contract 
No. A-SP.M/F_X.23629 on May 10, 1954, in the amount of $423.51; payment was 
received on No. A-S—P.M/F.X/23628 on May 11, 1954, in the amount of $667.75 
3. Cheese was stored at Overland Terminal Warehouse in Los Angeles, 
4. The $423.51 payment covered Reedsport, triplet Cheddars purchased from 
Reedsport Cheese Factory at Reedsport, Oreg.; the $667.75 payment covered 
New York Cheddar cheese purchased from Borden & Co. in New York. 
5. The Reedsport cheese was manufactured from September 4, 1953 to October 
29, 1953. The New York Cheddar was manufactured from July 1, 1953 to 
July 18, 1953. 
6. Both lots of cheese were sent to our stores and sold at a reduced price within 
6 months. The Reedsport was reduced from 73 cents to 69 cents per pound. The 
New York was reduced from 85 cents to 79 cents per pound. 
7. We did not purchase any milk to manufacture with during the months 
stated. 
8. We wired Harold E. Baker at Portland, Oreg., approximately March 20 and 
received his reply to purchase on March 29, 1953. 
9. We feel that the program fulfilled its purpose in reducing the price and 
moving the cheese into the consumers hands. 
Sincerely, 
Von’s Grocery Co., 
Epw. F. HirscuMan. 


Von’s GROCERY Co., 
Culver City, Calif., September 138, 1955 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
Washington, D.C. 
DEAR Mr. NAUGHTON: Sorry to be so late in answering your letter of August 25, 
1955, but it arrived while I was on vacation. 
Question No. 1: The answer is “No.” 
Question No.2: The answer is “No.” 
Sincerely, 
Von’s Grocery Co. 
Epwarkp F. HIRScHMAN. 


WHATCOM COUNTY DAIRYMEN’S ASSOCIATION, 
Bellingham, Wash., July 5, 1955 

Mr. JAMES R. NAUGHTON, 

Counsel, Intergovernmental Relations Subcommittee, 

Washington, D.C. 
DEAR Sir: Following is the information you requested in your letter of June 23 
Question No. 1: The correct amount of cheese sold to and repurchased from 
CCC was 310,812 pounds. 
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Question No. 2— 


Date sold Date pur- Pounds Amount re- Date re- 


chased ceived ceived 






























aly 13, Mar. 17, 1954......-.- Apr. 6,1954 28, 000 $490.00 | Apr. 23 
Mar. 30, 1954..-- Apr. 7, 1954 29, 760 520. 80 Do. 
Mar. 31, 1954......-- ae do-_. | 26, 424 462. 42 Do. 
OO ix od : a Apr. 1,1954 24, 048 420. 84 Do. 
Von's ORs ee pie ee eo oe ae ee Apr. 7,1954 28, 200 493.50 | Apr. 27,1954 
Do ‘ : aoursinin asia ieivbe Grin an toledo .| Apr. 1, 1954 29, 720 | 520. 10 Do. 
ER cinwine . ‘ . waecnet Geis  s.ceuee 28, 640 | 501. 20 Do. 
sed by Do... : Apr. 6,1954 | 28, 000 | 490. 00 Do. 
mntract Peon ; 2 — Apr. 1,1954 29, 880 2.90 | Do. 


nt was Do. iireacataneiid | 29, 840 | 2.20 |} Do. 


Se Pihccs aca ccdouanaeeee eee eee 7 2 5. 25 
6067.75. - - 


2S, ea diinankce : itera pita abaiee ts cate anak | 1310, 815 5, mea | 
1 from Gictemieh canes 


overed 1 $0.0175 per pound, 


1954 





bctober Question No. 3. This cheese was stored in the cheese storage rooms of the 

953° to Whatcom County Dairymen’s Association located at Third Street, Lynden, Wash., 
bee at time of sale and repurchase. 

within Question No. 4. All cheese sold and repurchased was manufactured by the 


1. The Whatcom County Dairymen’s Association. 
Question No. 5. Approximate produced : 


onths 
months Pounds 


20 and November 1953_......._~—- 3 . ee ees pice ___. 60, 020 
December 1953_._---~~-- : oe, wi ae a ea ER A eae , _ 67, 700 
Ra at 7 ot a a ee seen ee Sy : _ ___ 93, 460 
February 1954_ : opis tragic abel ahae ate eee cig ale ears cae aad t1, 420 
ACD ee rete cviteriiondnathcctased an naan eer nsaeetomannts: scoala . 88, 212 


ST a a a cle eee 310, 812 


ce and 


, 


MAN. 

Question No. 6. After repurchase, cheese remained in our warehouse until it had 
aged to 6 months, and was then sold through regular wholesale and jobber 
channels. 

Question No. 7. The Whatcom County Dairymen’s Association is a cooperative 
dairy association receiving milk from its producers for manufacture into and 
sale of butter, cheese, powders, and fluid milk. All benefits from this pro- 
gust 29, gram accrued to the credit of 1,725 producer-shippers. 

Question No. 8 Information of announcement Da—-112, March 9, 1954, was 
received through newspaper and trade-publication items as soon as released for 
publication by the Department of Agriculture. 

Question No. 9. Farmers’ incomes should be protected in the Government’s 
| purchase and the reselling of manufactured products. The market was arbi- 
IMAN. trarily dropped by the Secretary of Agriculture in reducing the parity support 
from 90 to 75 percent. 

We hope we have given you the information you desire, and if we can be of 
any further assistance will be glad to hear from you. 

Very truly yours, 


1955 


N, 
, 1955. 


A. E. Grorn, General Manager. 


June 23 WHATCOM COUNTY DAIRYMEN’S ASSOCIATION, 

ed from Bellingham, Wash., September 21, 1955. 
JAMES R. NAUGHTON, 

Counsel, Intergovernmental Relations Subcommittee, 
s House Office Building, Washington, D.C 
Dear Str: In reply to your request for further information regarding our 

sale and repurchase of 310,812 pounds of cheese to the Commodity Credit Cor- 
poration, 
1. The Whatcom County Dairymen’s Association did not sell cheese to the 
Commodity Credit Corporation prior to March 1954 direct. All sales, if any, 
prior to March would have been made through our sales agency, the Consoli- 
dated Dairy Products Co., of Seattle, Wash. 
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2. None direct. All sales of repackaged cheese would have been made through 


the Consolidated Dairy Products Co. 
3. (a) Not packaged ; 20-pound blocks. 
(b) None. 
(c) Thirty-four cents per pound. 
Very truly yours, 
A. E. Groru, General Manager. 


M. WILDSTEIN & SoNs, 
Philadelphia, Pa., September 20, 1955. 
INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE, 
House of Representatives, 
House Office Building, Washington, D.C. 
(Attention of Mr. James R. Naughton, Counsel. ) 

GENTLEMEN: This will acknowledge receipt of your letters dated June 18, 1955, 
and August 26, 1955, concerning a cheese transaction which we had with Com- 
modity Credit Corporation during March and April of 1954. We have not replied 
to your inquiries because it has been rather difficult for us to assemble the infor- 
mation necessary covering this transaction. However, we are pleased to advise 
that the following is an accurate summary of that information—tfirst, your letter 
of June 18: 

1. The listed amount of cheese sold to and repurchased from CCC is incorrect, 
The correct figure is 370,750 pounds. 

2. The date on which cheese was sold to CCC was May 138, 1954, when we 
submitted our voucher. Payment was received approximately July 1, 1954. 

3. The cheese was stored in our own building at Delaware Avenue and Vine 
Street, Philadelphia, Pa., and Philadelphia Warehouse & Cold Storage Co., Del: 
ware Avenue and Noble Street, Philadelphia, Pa. 

4. The cheese was purchased from the following firms: DeKalb Creameries, 
DeKalb Junction, N. Y.; Queens Farms Dairies, Copenhagen, N. Y.; and Badger 
State Cheese Co., Green Bay, Wis. 

5. Cheese was produced various dates, in April, May, June, and December 
1953, and January, February, and March 1954. 

6. Cheese was sold to the general trade on various dates after July 1, 19/4. 
7. M. Wildstein & Sons did not purchase manufacturing milk January, Feb 
ruary, or March 1954. 

8. We received announcement Da-112 from the United States Department of 
Agriculture between March 10 and 15, 1954. 

9. No comments. 

This refers specifically to your letter of August 26: 

1. M. Wildstein & Sons has sold cheese to the Commodity Credit Corporation 
prior to March 1954 under school lunch program. 

2. Of the 370,750 pounds for which M. Wildstein & Sons received payment 
under Da—112, it would be difficult for us to reconstruct our thinking to that 
period and advise you how much of this cheese would have been sold to CCC 
even if it had to be repackaged to their specifications. 

3. (a) We are not familiar with announcement Da-100 and are not in a posi 
tion to answer this section. 

(b) We are not in a position to know at this time how much of the cheese wis 
worth $0.37 per pound or more in April 1954. 

(c) We have no specific record of the approximate prices for which such 
cheese was sold by M. Wildstein & Sons after conclusion of the Da—112 trans- 
action. We believe that most of it was sold to the general trade and not to a 
subsidiary. 

All the above information is furnished you in good faith and is a true and 
accurate statement of the facts in accordance with our ability to reconstruct 
those facts at this late date. 

Yours very truly, 
S. E. Dasn, Office Manag: 
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WILSHIRE CHEESE Co., 


Springfield, Mo., July 5, 1955. 
JAMES R. NAUGHTON, 


Counsel, Intergovernmental Relations Subcommittee, 
House of Representatiwes, House Office Building, 
Washington, D.C. 

DeaR Sir: This will acknowledge your letter of June 21 in which you request 
information as to cheese sold to and repurchased from Commodity Credit Cor- 
poration during March and April of 1954. 

We have prepared and enclose herewith a schedule which contains most of 
the information listed in your letter. The remaining information requested is 
set forth herein. 

The amount of cheese shown in your letter to have been sold and repurchased 
from CCC by Wilshire Cheese Co. is correct. 

The cheese repurchased from CCC was used in our own loaf cheese manufac- 
turing operations during April, May, June, July, August, and September 1954. 

Wilshire Cheese Co. did not purchase manufacturing milk during January, 
lebruary, or March 1954. 

Wilshire Cheese Co. received announcement DA-112 from the Washington, D. C., 
office of the United States Department of Agriculture shortly following the date 
of said announcement. 

We trust that the foregoing information will serve your purpose. 

Yours very truly, 


1955, 
Com- 
plied 
nfor- 
vise 
etter 


‘rect. 


h we 


Louis Meir, Manager. 
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WILSHIRE CHEESE Co., 
Springfield, Mo., November 17, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

Dear Mr. NauGutTon: This will acknowledge your letter of November 4 relat- 
ing to the supplemental information which you requested concerning cheese 
transactions of Wilshire Cheese Co. with the Commodity Credit Corporation. 

With regard to the first question set forth in your letter of August 25, Wilshire 
Cheese Co. had sold cheese to Commodity Credit Corporation prior to March 
1954. 

We have carefully considered the second and third questions set forth in said 
letter of August 25 and do not feel that we can factually answer them. Both 
questions appear to contemplate speculation as to what we would have been 
willing to do in the circumstances stated. Any attempt to answer said questions 
at the present time could only be a guess on our part and, as such, of questionable 
value to you. 

We very much regret the inadvertent delay in replying to your earlier letter. 

Yours very truly, 


















Louis MErr, Manager. 


WILson & Co., 
Chicago, Ill., July 12, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives, House Office Building, 
Washington, D. C. 


Dear Sir: This will acknowledge your letter of June 18 directed to our Syra 
cuse, N. Y., branch, in which you request information as to cheese sold to and 
repurchased from Commodity Credit Corporation during March and April of 
1954. 

We have prepared and enclose herewith a schedule which contains most of 
the information listed in your letter. The remaining information requested is 
set forth herein. 

The amount of cheese shown in your letter to have been sold and repurchased 
from CCC by Wilson & Co., Syracuse, N. Y., is not in agreement with the amount 
shown on the schedule attached. Perhaps your records would indicate that 
some other division of Wilson & Co. sold and repurchased from CCC the differ 
ence between the amount stipulated in your letter and the amount shown on 
the attached schedule. 

The cheese repurchased from CCC was sold by our Syracuse branch through 
regular distributive trade channels during the balance of the calendar year of 
1954 and the early part of 1955 to the best of our knowledge. 

Wilson & Co., Syracuse, N. Y., did not purchase manufacturing milk during 
January, February, or March 1954. 

Wilson & Co., Syracuse, N. Y., received announcement Da-112 from this office 
shortly after we received the announcement issued by the United States Depart 
ment of Agriculture. 

We trust that the foregoing information will serve your purpose. 

Yours very truly, 
L. R. Simpson, Legal Department. 
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Witson & Co., 
Chicago, September 12, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 


House of Representatives, 
House Office Building, Washington, D. C. 


Dear Mr. Naventon: Reference is made to your letter of August 25 request- 
ing further information with respect to cheese sold to and repurchased from 
Commodity Credit Corporation in March and April 1954. 

In response to Question 1, you are advised that this company did sell cheese 
to Commodity Credit Corporation before March 1954. 

We regret that we are unable to answer Questions 2 and 2 set forth in your 
letter. These questions are based on what this company ‘would have” done 
under certain hypothetical circumstances. For this reason, any answer to said 
questions would necessarily be based upon speculation and conjecture. 

Yours very truly, 
Louis R. SIMPSON. 


FreD WoLFERMAN, INCc., 

Kansas City, Mo., June 22, 1955. 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
House of Representatives, 
House Office Building, Washington, D. C. 
(Attention: Mr. James R. Naughton, Counsel, Intergovernmental Relations 
Subcommittee. ) 

GENTLEMEN: In answer to your inquiry of June 18 regarding the sale to and 
repurchase from CCC of a car of eheese. 

1. The original offer was 38,990 pounds marked weight. The actual net weight 
sold to and repurchased from CCC was 37,566 pounds. 

2. The cheese was sold to CCC on March 31, 1954 and was repurchased April 
1, 1954. Payment was received April 29, 1954 (Date of check not recorded) in 
the amount of $1,033.06. 

3. This cheese was stored at U. S. Cold Storage Co., Kansas City, Mo. 

4. This car of cheese was purchased by us from McCadam Cheese Co., Inc., 
Ogdensburg, N. Y. 

5. The cheese was produced in the months of June, July, and August of the 
year 1952. 

6. This lot of cheese was sold in our retail stores. It was moved from JU. 8S. 
Cold Storage to our warehouse early in April of 1954. 

7. Yes, we use fresh milk in our bakeries throughout the year. 

8. Date unknown, this information was in all trade papers, Copy of DA-112 
and instructions was requested and received from local CCC office. 

9. It appears to us that this program was handled in the best interest of all 
parties. 

We trust that this letter will give you all the information needed from our 
firm. 

Very truly yours, 
I, L. Ret. 


FRED WOLFERMAN, INC., 
Kansas City, Mo., August 15, 1955 
INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE, 
House Office Building, 
Washington, D.C. 


(Attention Mr. James R. Naughton. ) 


GENTLEMEN : In answer to your letter of August 12th. 
1. We had not sold cheese to the CCC previously. 
2. None of this cheese would have been sold to the CCC if it had to be 
repackaged. 
Yours very truly, 
I. L. Rev 


lest- 
rom 


eese 
your 


done 
said 


tions 
» and 
eight 
April 
qd) in 
Inc., 
f the 


« Be 


A-112 
of all 


nm our 


PURCHASE RESALE TRANSACTIONS OF CCC 49] 


Exuipir C—LEerrer SENT TO COMPANIES OFFERING CHEESE UNDER 
ANNOUNCEMENT Da-112, Aweausr 1955 


Some of the companies receiving the June letter were sent a slightly 
different letter in August. This letter requested subst: uitially the 
following information : 

|2 Did Kraft Foods Co. write to tell you anbout Da-1122 If so, it 
would be appreciated if you would furnish a copy of such letter or 
letters to the subcommittee. 

2. Did . __. ever sell cheese to the Commodity 
( vedi c orpor ation before March 1954? 

How much of pounds of cheese would 
still have been sold to CCC even if it had to be repackaged to CCC 
specifications, delivered to CCC warehouses, and could not have been 
repurchased? (If answer to question 3 is none, question + need not be 
answered. ) 

4. Of the cheese which would still have been sold to CCC under the 
circumstances described in question : 

(a) How much was packaged according to CCC specifications ? 

(6) How much was worth 37 cents per pound or more in April 1954 ¢ 

(c) If any of this cheese was worth less than 37 cents per pound in 
April 1954, please give the approximate prices for which such cheese 
was sold by nexes after repurchase from CCC, 

Re plies to this group of le tte rs follow: 


ExHipir D—Reputies tro Letrer From INTERGOVERNMENT RELATIONS 
SUBCOMMITTEE REQUESTING INFORMATION FROM COMPANTES OFFER- 
ING CHEESE UNpDER ANNOUNCEMENT Da-112, Avueust 1955 


BILDNER BROTHERS 
Irving, N. J., July 6, 1955. 
JAMES R, NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee of 
the Committee on Government Operations, House Office Building, 
Washington, D. C. 

DEAR Mr. NAUGHTON: In reply to your letter of June 18, following is the infor- 
mation that your requested: 

1. Whether the listed amount of cheese sold to and repurchased from CCC 
by Bildner Brothers is correct. (If incorrect, please give correct figure). 

Answer: The figure of 87,654 pounds of cheese is incorrect. The correct figure 
Was 48,827 pounds. 

The date on which the cheese was sold to CCC; the date on which it was 
repurchased ; the date on which payment was received from CCC and the amount 
of such payment. (If more than one lot of cheese is involved, please give above 
information for each lot.) 

Answer: 20,500 pounds, contract 2CS (FFS) 78; 25; ms ge contraet 2CS 
(FS) 73; lot 78 repurchased May 25 and paid for June 25, 1954; lot 73 re- 
purchased April 27 and paid for May 28, 1954. 

3. Loeation or locations at which cheese was stored at time of sale and re 
purchase. 

Answer : Lot No. 78 cheese stored at Syracuse Cold Storage Co., Syracuse, N. Y. 
- 73 stored at Kraft Food Co., Lowville, N. Y. 

Firm or firms from which che ese - . purchased by Bildner Brothers. 

ase Kraft Food Co., Hillside, 

». Approximate date cheese was ak 

Answer: Cheese produced 1953. 


75575—56——32 





492 PURCHASE RESALE TRANSACTIONS OF CCC 


6. Disposition made of cheese after repurchase from CCC and approximate 
date on which cheese was moved from location at time of repurchase. 

Answer: Cheese is moved to our stores as required for distribution to cus- 
tomers. 


7. Did Bildner Brothers purchase manufacturing milk during January, Febru- 
ary, or March, 1954? 

Answer: No. 

8. When did you receive Announcement Da-112 or information as to its con- 
tents? From whom? 

Answer: From trade newspapers about March 15. 

We trust this is the information that your committee requires. 
Very truly yours, 

JOHN A, WALLACE, 
Controller. 


KINGS SurpER MARKETS, INC., 
Irvington, N. J., December 29, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 


Dear Mr. NAUGHTON: Your letter of December 1 enclosing copy of August 12 
letter has been received. The answers to the questions are as follows: 

1. We saw reference to Da-—112 in trade and local newspapers. We did not 
receive letter from Kraft Foods to my knowledge. 

2. No. 

3. None. 

I trust this information is what you require. 

Very truly yours, 
J. A. WALLACE, Controller. 


Dicpert Bros., INc., 
Brooklyn, N. Y., June 24, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittce 
of the Committce on Government Operations, 
House Office Building, Washington, D. C. 


GENTLEMEN: As requested in your letter dated June 18, 1955, regarding the 
study of cheese transactions of the Commodity Credit Corporation, we are list- 
ing below the replies to your inquiries in the same sequence. 

1. The amount of cheese sold to and repurchased from CCC was 19,53734 pounds. 

2. The cheese was accepted by CCC on March 31, 1954 and was repurchased on 
May 17, 1954. We received payment on June 24, 1954 in the amount of $341.91. 

>. The cheese was stored at Kraft Foods Co., Lowville, N. Y. 

4. The cheese was purchased from the Kraft Foods Co. 

5. The cheese was produced prior to August 21, 1958. 

6. The cheese was disposed through our own retail stores and was moved ap 
proximately May 21, 1954. 

7. We did not purchase any manufacturing milk during January, February or 
March 1954. 

8. We received announcement Da-112 March 21, 1954 from Kraft Foods Co. 

9. Repurchasing of the cheese was an aid in meeting competitive prices. 

We trust the above information will aid you in your study. 

Very truly yours, 


Louis DILBERT, 
President. 


Ditvert bBros., INc., 
Brooklyn, N. Y., August 15, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittce of the Committee on 
Government Operations, 
House Office Building, Washington, D. C. 

JENTLEMEN: As requested in your letter dated August 12, 1955, regarding the 
study of cheese transactions of the Commodity Credit Corporation, we are listing 
below the replies to your inquiries in the same sequence. 

1. We are enclosing herewith a letter received from Kraft Foods regarding 
the offer under the terms of announcement, Da—112, dated March 9, 1954. 
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2. Dilbert Bros. did not sell cheese to the Commodity Credit Corporation before 
March 1954. 
3. Dilbert Bros. would not have sold any cheese to the CCC under conditions 
outlined. 
We trust this information will enable you to complete your study. 
Very truly yours, 
Louris Divpertr, President. 


H. J. Hetnz Co., 
Pittsburgh, Pa., July 1, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives, House Office Building, Washington, D. C. 
DeAaR Sir: Reference is made to your letter dated June 18, 1955, and our 
response of June 27. 
We are listing below the information in the order requested : 
1. Nine hundred and four thousand two hundred and 10 pounds. 
2. (a) Offer to sell and repurchase via Western Union. Message dated March 
25, 1954. 
(b) Accepted via Western Union message dated March 26, 1954. 
(c) Payment received June 16, 1954, amount, $24,865.77. 
(7d) One lot. 
3. Stored at Midwest Cold Storage Co., Green Bay, Wis. 
4. Kraft Foods Co., 500 Peshtigo Court, Chicago 90, Tl. 
5. During months March, April, May, June, and July 1953. 
6. (a) Used in the manufacture of canned spaghetti and macaroni products. 
(b) Sold 250,630 pounds during July 1954 because of age—will be replaced with 
1955 produced cheese at market price. 
7. No. 
8. USDA announcement, dated March 4, 1954. Verified announcement and 
obtained a copy of Da—112 from Kraft Foods Co. 
9. Purchase resale program handled by USDA, in businesslike manner 
We trust this information will be helpful in evaluating the program. 
Yours very truly, 
N. E. DANIELS, 
Vice President, Purchases. 


H. J. HEINz Co., 
Pittsburgh, Pa., August 31, 1955, 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives, House Office Building, 
Washington, D.C. 

DEAR Str: A reply to your letter of the 12th has been delayed on account of 

y absence from the office. 

Responding to your questions in order : 

1. Our first knowledge of the April dairy prices and purchase operation came 
from a copy of the USDA Bulletin dated March 4, 1954, which Kraft Foods 
sent to us with their letter of March 8, 1954, a copy of which is attached. In 
i subsequent telephone conversation with them we learned of the issuance of 
lia-112 and later obtained a copy of that bulletin. 

So far as we are aware we never previously sold cheese to the CCC. 

We do not know what the CCC specifications respecting packaging or re- 
packaging of cheese are or were, other than those stated in Da—112:;: hence, it 
s difficult for us to answer this question. Neither do we know now whether 
this cheese could have been replaced, if it could not have been repurchased from 
the CCC, so we cannot answer that part of the question. 

4. (a) Answered in No. 3 above. 

(b) Wedo not know. 

(¢) We have no information as to the market price of such cheese in April 
1954. As stated in my letter of July 1, we sold 250,630 pounds of this cheese 
in July 1954; that was simply because we were not using it as fast as we had 
anticipated. The rest of it has been or will be used as an ingredient in the 
uanufacture of other products. 

Yours very truly, 


» 
9 
. 


N. E. DANIELS, 
Vice President—Purchases. 
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KRAFT Foops Co., 
Chicago, Ill., March 8, 1954. 
Mr. NORMAN E. DANIELS, 
H.J. Heinz Co., 
1062 Progress Street, Pittsburgh, Pa. 

DEAR Danny: The following release was issued from Washington on March 4: 
“USDA announces April dairy sales prices and modifies March purchase oper- 
ation.” 

Copy is attached. 

It appears to me that industrial users could qualify for this program because 
most of them have purchased the type of cheese that CCC has purchased under 
the support program; namely, Cheddars, flats, twins, or rindless blocks. 

Please note that these sales to the USDA must be made before March 31 
and repurchased before the end of April. The seller must offer to repurchase 
when he makes the offer to the USDA, however, the cheese must be graded 
before the final settlement can be completed. 

We have not had an opportunity to discuss this program in detail, so, if you 
need further information, we will try and analyze it and give you our ideas. 

Sincerely yours, 
ART. 
A. W. SIGMUND, Vice President. 


CHICAGO 2, ILL., June 30, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee of the Comméttee on 
Government Operations, House Office Building, Washington, D. C. 

DEAR Sir: In reply to your letter of June 18, regarding the sale and repur- 
chase of cheese, we submit the following information : 

1. The amount offered for sale was 38,97714 pounds of cheese and the quantity 
finally settled upon after grading was 37,7784 pounds. 

2. Our billing of cheese to the CCC was dated May 20, 1954, and we would 
assume the repurchase date to be the same. Payment was received about June 
26, 1954, and the amount of payment was $661.12. 

3. At the time of sale and repurchase, the cheese was stored with Kraft Food 
Co., at Lowville, N. Y. 


4. This cheese was originally purchased by us from Kraft Food Co. | 

>. The approximate date on which the cheese was produced was June 1953 

6. After repurchase from CCC, the cheese was shipped to our warehouse in 
Chicago and was received on May 26, 1954. It was later sold at retail through f 
eur nine supermarkets 

7. Hillman’s purchased manufacturing milk during January, February, and \ 
March 1954 for use in our bake shops and candy factory. 

S. We received information about Announcement Da-—112 sometime in March l 


1953 from Kraft Food Co. and L. D. Schreiber & Co., Inc. 

9. We feel that the purchase-resale program enabled us to sell cheese in larger 
quantity and at lower and more attractive prices to our customers. 

We trust that this will give vou the information desired. 

Yours very truly, 
HILLMAN’S, INC., 
3y G. D. Moore, 
Comptroller. 


HILLMAN’S, 
Chicago, August 17, 19509. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee of the Committee on 
Government Operations, House Office Building, Washington, D. C. 
DEAR Mr. NAUGHTON: I will try to answer your questions as accurately as 
possible, but I wish you would please bear in mind that Hillman’s are merely 1 
retailers of cheese in nine supermarkets, all in the city of Chicago, and we do 


PURCHASE RESALE TRANSACTIONS OF CCC 495 


not trade in cheese on a wholesale basis. Every year we buy June or summer 
made cheese, store it for curing and aging purposes only to sell it at retail in 
our stores. 

Trying to answer your questions more specifically : 

No. 1. We did not receive any letter from either Kraft Foods or L. D. Schreiber 
Co. telling us about Da—112. We were informed of same by conversation which 
at this time I would hesitate to even attempt to repeat. The sum and substance 
of it, however, as I remember it was to the effect that the CCC had made some 
arrangements which in retail language I considered a floor stock allowance. To 
me it meant that our competition would be able to buy aged cheese at a lower 
price than ours cost us, and it was an opportunity given us by the Government 
to bring our cost down to that of our competition. I considered it an effort 
on the part of the United States Government—more specifically the CCC—to 
increase the sale of what I understood was in great surplus to the consuming 
publie. 

No. 2. Hillman’s never sold cheese to the Commodity Credit Corporation be- 
fore March 1954. 

No. 3. Hillman’s would not have sold any of its 37,778 pounds to the CCC if it 
had to be repackaged to CCC specifications, if it had to be delivered to CCC 
warehouses, and if it could not have been repurchased. 

Trusting this gives you the necessary information, 

Yours very sincerely, 
HERBERT A. LOEB, Jr., 
Vice President 


CAMBRIDGE, MAss., June 28, 1955. 
TAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives, 
House Office Building, Washington, D. C. 

DEAR Mr, NAUGHTON: In answer to your letter of the 21st regarding our sales 
and repurchase under Agricultural Department announcement DA-112, the 
answers are as follows: 

Question No. 1. The amount of cheese sold to and repurchased from the CCC 
was 200,54134 pounds. The figure you gave of 226,092 was the original offer 
tothe CCC. However, at time of inspection, certain vats which had been offered 
did not meet specifications, and there had been some shrinkage, so that our 
final amount sold and repurchased was 200,541°, pounds. 

Question No. 2. Our sales were made to CCC on two dates, one March 28, 1954, 
which was accepted March 26, 1954, and one March 31, 1954, which was accepted 
that date. Payments were received based on inspection in three lots, May 10, 
1954; July 2, 1954; and July 6, 1954. 

Question No. 3. Merchandise was located at Kraft’s Food Co., Lowville, N. Y., 
and Kennedy & Co., Inc., warehouse, Cambridge, Mass. 

Question No. 4. This cheese had been originally purchased by Kennedy & Co. 
from Kraft Cheese Co. and L. D. Schreiber & Co., Ine. 

Question No. 5. This cheese had been produced over a period between June 
to September 1953. 

Question No. 6. Cheese repurchased from CCC was sold in our own store 
units over an approximate period of 6 months from April 1, 1954. 

Question No. 7. No. 

Question No. 8. Do not recall specifically, but believe it was from the regular 
publication of the Journal of Commerce or the Department of Agriculture Report 
edited in Boston. 

Question No. 9. Purchase-resale program from our standpoint (if it had to be) 
worked out reasonably expeditiously and fairly. 

We trust this is the information you desire. If we can be of any further help, 
please advise. 

Yours very truly, 
KENNEDY & Co., INC., 
K. C. LATHAM, Vice President. 
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KENNEDY & Co., INC., 
Cambridge, Mass., August 12, 1955. 
JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives, 
House Office Building, Washington, D. C. 

DeAR Mr. NAUGHTON: We are in receipt of your letter with additional ques- 
tions regarding Da—112. Our answers to these questions are as follows: 

1. No. However, we did receive a form letter addressed “To whom it may 
concern” from Kraft Food Co. under date of March 19, 1954, copy of which is 
attached. 

2. No. 

3. None. 

1. (No answer.) 

l'rusting this is the information you desire, we remain 
Yours very truly, 


r 


KENNeEpDY & Co., INC., 
K. C. LATHAM, Vice President. 


KRAFT Foops Co., 
New York, N. Y., March 19, 1954. 
To Whom It May Concern: 

To enable you to offer Cheddar cheese to the United States Department of Agri- 
culture under the terms of announcement Da—-112 dated March 9, 1954, we are 
submitting the following recommended procedure. 

All offers are to be submitted by letter (air mail registered recommended) or 
telegram so as to reach their office not later than March 31, 1954. A sample letter 
of the information to be submitted follows: 

Date 
DirEcTOR, CINCINNATI CSS COMMODITY OFFICE, 
United States Department of Agriculture, Cincinnati, Ohio. 

DEAR Sir: We offer for sale to and repurchase from the United States Depart- 
ment of Agriculture through the Commodity Credit Corporation subject to the 
terms of announcement Da-—112 the following U. S. Grade A. Cheddar cheese. 


Car No. Net pounds | Numberof | Type of Style of cheese} Location (address) 
boxes box of product 


All of the above cheese is being offered on a standard moisture basis and we 
agree to repurchase the commodity from Commodity Credit Corporation on April 
1 or on the date the commodity is delivered to Commodity Credit Corporation, 
whichever is later, at the Cmmodity Credit Corporation domestic sales price for 
the commodity concerned in effect on April 1 or on the date of delivery to Com 
modity Credit Corporation, whichever is later. 

Very truly yours, 
(Name of Company.) 
(Signed By.) 


Each carlot listing in the above letter must not be less than 24,000 pounds gross 
weight or more than 30,000 pounds net weight. 

All envelopes containing offers must carry the following notation in the lower 
left-hand corner of the envelope “Offer Under Announcement Da—112.” 

The CCC will send you a telegram within 2 days accepting your offer and 
providing you with the contract number. 

Next, make certain five copies of a loading manifest are prepared for each car 
offered. The number of boxes and net weight must agree with each carload 
offered. You show fractions of a pound for vat weights but drop 4% or 14 fraction 
of a pound. Retain 1 copy of manifest and send 4 to storage where cheese is 
located, indicating to the storage that you are arranging for inspection of this 
cheese under terms of Da—112. Manifest is to show name and location of manu 
facturing plant, date of manufacture, and vat identification, lot number, number 
of packages in each vat, moisture content of each vat, and total number of pack- 
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ages in each carlot. The manifest should also include a statement that all of 
the cheese offered was manufactured not later than March 31, 1954, and that no 
vat of cheese offered contained moisture content in excess of 39 percent. Storage 
will give 2 copies to inspector, and return 1 to you with grading certificate num- 
ber and any changes made as result of inspection. 

After loading manifests are at storage you are to write or call Mr. Bruce Mars, 
Dairy Inspection and Grading Division, 139 Centre Street, New York, N. Y., and 
request inspection. You will be invoiced by the Department of Agriculture for 
the cost of having your cheese inspected at regular prescribed rates. 

As soon as you receive the original “Cheese Grading Certificate’ from Mr. 
Mars’ office, you can invoice CCC in accordance with Da-112. Your invoice must 
contain the following statement: “The commodity remained in the place in which 
it was sampled or graded from the time of sampling or grading until repurchased 
and redelivered to the offerer.”” You are to invoice this cheese on the basis of 
vouchers or certified invoices submitted by you in each case, claiming the net 
difference between the sales price to CCC and the sales price from CCC to offerer. 

We have requested a supply of announcement Da-112 and upon arrival we 
will mail you a copy which will give you all the details. 


LOBLAW, INC., 
Buffalo, N. Y., June 28, 1955. 
Counsel, Intergovernmental Relations Subcommittee, 
Washington, D. C. 

DEAR MR. NAUGHTON: This is in reply to your letter of June 22 relative to the 
cheese transaction between the Commodity Credit Corporation and Loblaw, Inc 
We will answer the questions in the order outlined in your letter. 

1. The quantity of cheese offered by us was 200,022 pounds; however, the 
amount actually accepted by the CCC was 183,974, the difference representing 
cheese that was refused by the USDA inspector. 

2. The date of the sale and repurchase was May 17, 1954, and payment was 
received by us on July 7, 1954, in the amount of $3,219.54. The entire quantity 
of cheese was handled as one lot in regard to sale and repurchase. 

3. The entire lot of cheese was stored at the Kraft Foods Co. in Canton, 
N. Y. 

4. The entire quantity of cheese was purchased by Loblaw from Kraft Foods 
Co. 

5. The cheese was produced between May and September of 1953. In ex- 
planation concerning the date of production, we might state it is customary 
for us to have the Kraft Foods Co. produce cheese for us during the grass sea 
son (May to September) of each year and this cheese is stored under controlled 
temperatures for aging, to be used the following year as aged cheese. 

6. After repurchase from CCC, the cheese was left in the same storage at 
Canton, N. Y., and withdrawn as needed by us during the following months. 

7. We did not purchase manufacturing milk during January, February, or 
March of 1954. 

8. We received the announcement DA-—112 in March of 1954, at which time it 
was published in many of the trade papers, and to the best of our knowledge 
ve requested a copy of this form from the Kraft Foods Co. from whom we pur- 
chased the cheese. 

9. As stated in question 5, the purchase of the cheese in question was a cus- 
tomary one for our company as each year during the grass season we pur- 
chase approximately 500,000 pounds of cheese that is selected from various lots 
manufactured between the months of May and September, and this cheese is 
stored under controlled temperatures for approximately a year, at which time 
we start to withdraw for use in our stores over the period of the following year, 
so actually the cheese is 1 to 2 years old when it reaches the consumer. 

We trust this fully answers the request outlined in your letter; however, 
f there is further information you desire, please call on us. 

Very truly yours, 
K. W. CAMPLIN, 
Vice President in Charge of Purchases. 
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BuFFALo 5, N. Y., August 18, 1955. 
Mr. JAMES R. NAUGHTON, 
Congress of the United States, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D.C. 
DEAR Mr. NAUGHTON: This ‘is in reply to your letter of August 12 relative to 
Da-112. 
1. We did not receive any letter from Kraft Foods Co. relative to this order. 
All conversation was by telephone. 
2. We did not sell or offer any cheese to Commodity Credit Corporation prior 
to the deal referred to. 
3. The cheese in question would not have been offered for sale to CCC if the 
repurchase clause had not been included in the order. 
Trusting this answers your questions fully, we remain, 
Sincerely, 
LOBLAW, INC., 
K. W. CAMPLIN, 
Vice President in Charge of Purchases. 


P. & C. FAMILY Foops, INc., 
Syracuse, N. Y., June 22, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, House of Represent- 
atives, House Office Building, Washington, D.C. 
DEAR Str: In reply to your letter of June 18 we will answer your questions to 
the best of our ability. 
Answers to your questions in order given: 
i. The listed amount of 36,952 pounds is correct. 
2. (a) Our offer was accepted by letter under date of March 31, 1954, and 
telegram dated March 29, 1954. 
(6) Precise repurchase date unknown. 
(c) Payment received on October 25, 1954, $646.66. 
(d) One lot only involved. 
3. Kraft Food Co., Canton, N. Y. 
1. Kraft Food Co., entire lot purchased from Kraft. 
>. June 1953. 
6. Cheese retailed through P. & C. retail stores. Removed from Canton in 
small lots over a period of approximately 8 months. 
7 290 
8. Da-112 received upon request to USDA in latter part of March 1954. 
9. No comments. 
Is there any other questions you would like to have us answer? We would 
like to cooperate. 
Sincerely yours, 
C. W. Sapp, General Manager. 


P. & C. FAMILY Foops, INC., 
Syracuse, N. Y., August 8, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives, 
House Office Building, Washington, D.C. 
Dear Str: Regarding your further inquiry of August 3 concerning cheese sold 
to Commodity Credit Corporation. 
Answers to your questions in order given : 
1. We did not receive our information from Kraft Food Co., it was received 
from Commodity Credit Corporation by our inquiry. 
2... MO. 
3. We would not have possibly repackaged any cheese to meet CCC specifica- 
tions and therefore, would not have sold to CCC, 
4. We are not answering this question as long as the answer to question 3 
is “No.” 
Sincerely yours, 
C. W. Sapp, General Manager. 
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SCHREIBER Bros., IN¢ 
Baltimore, Md., July 1, 1955 


Mr. JAMES R. NAUGHTON, 
Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House Office Building, Washington, D. C. 

DEAR Mr. NAuGuton: In reply to your letter of June 21, I submit the following 
information: 

Your figure of 117,648 pounds of cheese sold to and repurchased from CCC by 
Schreiber Bros., Inc., is correct. This cheese was sold and repurchased in 
April of 1954. We received payment on June 21, 1954, of $1,726.90 and on June 
30, 1954, of $331.94. At the time of sale and repurchase this cheese was stored 
at Central Warehouse, Albany, N. Y., and Kraft Foods Co., Canton, N. Y. It 
was originally purchased by Schreiber Bros., Inc., from Kraft Foods Co. and was 
produced during 1953. Subsequent to the repurchase from CCC, the cheese was 
shipped to Baltimore for retail sale during the remainder of 1954 :nd 1955. 
Schreiber Bros. purchased no manufacturing milk during January, February, 
or March 1954. We received information regarding announcement ID)A—112 from 
‘Trade Publications during March 1954. 

If there is any other information which you desire, please don’t hesitate to 
call on me. 

Very truly yours, 
SCHREIBER Bros., INC., 
EUGENE H. SCHREIBER, 
Comptroller. 


SCHREIBER Bros., INC., 
Baltimore 1, Md., August 15, 1955. 
Mr. JAMES R. NAUGHTON, 
Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House Office Building, Washington, D. C. 

DEAR Mr. NAUGHTON: Jn reply to yould letter of August 12, the following in- 
formation is submitted: 

(1) After reading about the CCC program in trade papers, we sought advice 
from the Kraft Foods Co. regarding the procedure to be followed. In reply, 
they sent us a copy of DA-112 and their bulletin dated March 19, 1954, a copy 
of which is enclosed herewith. 

(2) Schreiber Bros., Inc., did not sell cheese to the Commodity Credit Cor- 
poration prior to March 1954. 

(3) Under the conditions you describe in question 3, none of the cheese would 
have been sold to the Commodity Credit Corporation. 

Very truly yours, 
SCHREIBER Bros., INC., 
EUGENE H. SCHREIBER, 
Comptroller. 


Krart Foops Co., 
New York, N. Y., March 19, 1954. 
To Whom It May Concern: 
To enable you to offer Cheddar cheese to the United States Department of 
Agriculture under the terms of announcement DA-112 dated March 9, 1954, we 
are submitting the following recommended procedure: 
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All offers are to be submitted by letter (airmail registered recommended) or 
telegram so as to reach their office not later than March 31, 1954. A sample 
letter of the information to be submitted follows: 


Date. 
DIRECTOR, CINCINNATI CSS CoMMopiTy OFFICE, 
United States Department of Agriculture, 
1010 Broadway, Cincinnati 2, Ohio. 
Dear Sir: We offer for sale to and repurchase from the United States Depar- 
ment of Agriculture through the Commodity Credit Corporation subject to the 
terms of Announcement DA—112 the following U. S. Grade A. Cheddar cheese. 


} | 
Car No. Net pounds | Number of | Type of Style of cheese| Location (address) 
| boxes box of product 


-™ | 


All of the above cheese is being offered on a standard moisture basis and we 
agree to repurchase the commodity from Commodity Credit Corporation on April 
1 or on the date the commodity is delivered to Commodity Credit Corporation, 
whichever is later, at the Commodity Credit Corporation domestic sales price for 
the commodity concerned in effect on April 1 or on the date of delivery to Com 
modity Credit Corporation, whichever is later. 

Very truly yours, 
(Name of company. ) 
(Signed by.) 


Bach carlot listing in the above letter must not be less than 24,000 pounds gross 
weight or more than 30,000 pounds net weight. 

All envelopes containing offers must carry the following notation in the lower 
left-hand corner of the envelope “Offer under announcement Da-—112.” 

The CCC will send you a telegram within 2 days accepting your offer and pro 
viding you with the contract number. 

Next, make certain 5 copies of a loading manifest is prepared for each car 
offered. The number of boxes and net weight must agree with each carload 
offered. You show fractions of a pound for vat weights but drop one-fourth or one 
half fraction of a pound for total net weight of each car. If actual total is three 
fourths of a pound, you add a pound. Retain 1 copy of manifest and send 4 to 
storage where cheese is located indicating to the storage that you are arranging 
for inspection of this chese under terms of DA-112. Manifest is to show name and 
location of manufacturing plant, date of manufacture and vat identification, lot 
number, number of packages in each vat, moisture content of each vat, and total 
number of packages in each carlot. The manifest should also include a statement 
that all of the cheese offered was manufactured not later than March 31, 1954, 
and that no vat of cheese offered contained moisture content in excess of 39 per 
cent. Storage will give 2 copies to inspector, and return 1 to you with grading 
certificate number and any changes made as result of inspection. 

After loading manifest are at storage you are to write or call Mr. Bruce Mars, 
Dairy Inspection and Grading Division, 139 Centre Street, New York 13, N. Y.., 
and request inspection. You will be invoiced by the Department of Agriculture 
for the cost of having your cheese inspected at regular prescribed rates. 

As soon as you receive the original cheese-grading certificate from Mr. Mars’ 
office, you can invoice CCC in accordance with DA-112. Your invoice must con 
tain the following statement: “The commodity remained in the place in which it 
was sampled or graded from the time of sampling or grading until repurchased 
and redelivered to the offerer.” You are to invoice this cheese on the basis of 
vouchers or certified invoices submitted by you in each case claiming the net dif 
ference between the sales price to CCC and the sales price from CCC to offerer. 

We have requested a supply of announcement DA-112 and upon arrival we wil 
mail you a copy which will give you all the details. 
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Stop & Suop, INc., 
Boston, Mass., June 24, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

Dear Sir: This letter is in reply to your letter of June 18 with reference to 
the Intergovernmental Relations Subcommittee study of cheese transactions of 
the Commodity Credit Corporation during March and April of 1954. 

We shall number our answers to correspond with the numbers of the questions 
which you have submitted to us: 

1. The amount of cheese sold to and repurchased from CCC is correct 

2. The cheese was sold to CCC on March 29, 1954; repurchased from CCC on 
May 1, 1954; the date on which payment was received from CCC was June 24, 
1954, and the amount of the payment was $922.64. 

3. The cheese was stored at the time of sale and repurchase at the Pioneer 
Valley cold-storage plant in Springfield, Mass. 

4. The cheese was purchased by Stop & Shop from Kraft Foods Co. 

5. The approximate date of the purchase was June 1952. 

6. After repurchase from CCC, the cheese was maintained at the same storace 
warehouse until about June 1, at which time it was moved out for sale in our 
own stores. 

7. Stop & Shop did not purchase manfuacturing milk during January, February, 
or March 1954. 

8. We received a copy of Da—112 about the middle of March from Kraft Foods, 
but it is our recollection that we had previous information on this subject in the 
trade periodicals. 

9. We have no additional comments that we wish to make on the operation of 
the program. 

We trust that this furnishes you with the information you requested. 

Very truly yours, 
Lioyp D. TARLIN 


Stor & SuHop, INc., 
Boston, Mass., August 18, 1955 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 
DEAR Sir: In response to your letter of August 12, I answer your questions as 
follows: 
1. Attached is a copy of the communication we received from Kraft Foods Co 
2. Stop & Shop never sold cheese to the Commodity Credit Corporation before 
March 1954. 
3. Stop & Shop would not have sold its cheese to CCC if it had to be repack- 
aged to CCC’s specifications. 
Very truly yours, 
L. D. TARLIN 


Krart Foops Co., 
New York, N. Y., March 19, 1954. 
To Whom It May Concern: 
To enable you to offer Cheddar cheese to the United States Department of 
Agriculture under the terms of announcement Da-112 dated March 9, 1954, we 
are submitting the following recommended procedure. 
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All offers are to be submitted by letter (airmail registered recommended) or 
telegram so as to reach their office not later than March 31, 1954. A sample letter 
of the information to be submitted follows: 

Date 
DrrecTor, CINCINNATI CSS Com™MopitTy OFFICE, 
United States Department of Agriculture, 
1010 Broadway, Cincinnati, Ohio. 

Dear Str: We offer for sale to and repurchase from the United States Depart- 
ment of Agriculture through the Commodity Credit Corporation subject to the 
terms of “Announcement Da-112” the following U. S. Grade A Cheddar cheese. 


Net pounds | Number of Type of Style of cheese} Location (address 
boxes of product 


All of the above cheese is being offered on a standard moisture basis and 
we agree to repurchase the commodity from Commodity Credit Corporation o1 
April 1st or on the date the commodity is delivered to Commodity Credit Corpora 
tion, whichever is later, at the Commodity Credit Corporation domestic sales 
price for the commodity concerned in effect on April 1 or on the date of 
delivery to Commodity Credit Corporation, whichever is later. 

Very truly yours, 
(Name of Company.) 
(Signed by.) 


Each carlot listing in the above letter must not be less than 24,000 pounds gross 
weight or more than 30,000 pounds net weight. 

All envelopes containing offers must carry the following notation in the lower 
left-hand corner of the envelope “Offer Under Announcement Da-112.” 

The CCC will send you a telegram within 2 days after accepting your offe 
and providing you with the contract number. 

Next, make certain 5 copies of a loading manifest is prepared for each car 
offered. The number of boxes and net weight must agree with each carload 
offered. You show fractions of a pound for vat weights but drop one-fourth or 
one-half fraction of a pound for total net weight of each car. If actual total is 
three-fourths pounds, you add a pound. Retain one copy of manifest and send 4 
to storage where cheese is located indicating to the storage that you are arrang 
ing for inspection of this cheese under terms of Da-112. Manifest is to show 
name and location of manufacturing plant, date of manufacture and vat identifi 
cation, lot number, number of packages in each vat, moisture content of each vat 
and total number of packages in each carlot. The manifest should also include 
a statement that all of the cheese offered was manufactured not later than 
March 31, 1954, and that no vat of cheese offered contained moisture content in 
excess of 39 percent. Storage will give two copies to inspector, and return one 
to you with grading certificate number and any ch. nges made as result of in- 
spection. 

After loading manifest are at storage you are to write or call Mr. Bruce 
Mars, Dairy Inspection and Grading Division, 139 Centre Street, New York, 
N. Y., and request inspection. You will be invoiced by the Department of Agri 
culture for the cost of having your cheese inspected at regular prescribed rates 

AS soon as you receive the original cheese grading certificate from Mr. Mars’ 
office, you can invoice CCC in accordance with Da—112. Your invoice must con 
tain the following statement: “The commodity remained in the place in which 
it was sampled or graded from the time of sampling or grading until repurchased 
and redelivered to the offerer.” You are to invoice this cheese on the basis of 
vouchers or certified invoices submitted by you in each case claiming the net 
difference between the sales price to CCC and the sales price from CCC to 
offerer. 

We have requested a supply of announcement Da-112 and upon arrival we 
will mail you a copy which will give you all the details. 
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THE STOUFFER Corp., 
Cleveland Ohio, June 20, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee of the Committee 
on Government Operations, 
House of Representatives, 
House Office Building, Washington, D. C. 


DEAR Mr. NAUGHTON: Following are the replies to your numbered questions in 
your letter to us of June 18. We hope this gives you all the information needed 
on this transaction. 

1. Yes, amount is correct. 

2. June 4, 1954, purchase. June 4, 1954, resale. June 21, 1954, payment received 
of $1,020.89. 

. Kraft Foods Co., Lowville, N. Y. 
. Kraft Foods Co., New York, N. Y. 
. June 1953. 
. Distributed to our restaurants from June 14, 1954, through March 1955. 
. No. 
. March 20, 1954, from Kraft Foods Co. 
Very truly yours, 


B. F. Copp, 
Vice President, Purchasing. 


STOUFFER’S RESTAURANTS, 
Cleveland, Ohio., August 18, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives, Washington, D. C. 


Dear Mr. NAUGHTON: The answers to the questions in your letter of August 12 
are as follows: 
1. Copy of Kraft letter attached. 
2. No. 
3. None. 
We trust this information will be of service to you. 
Very truly yours. 
THe STOUFFER CoRP., 
B. F. Copp, 
Vice President, Purchasing. 


KRAFT Foops Co., 
New York, N. Y., March 19, 1954. 
To Whom It May Concern: 

To enable you to offer Cheddar cheese to the United States Department of 
Agriculture under the terms of announcement Da—112 dated March 9, 1954, we 
are submitting the following recommended procedure. 

All offers are to be submitted by letter (air mail registered recommended) or 
telegram so as to reach their office not later than March 31, 1954. A sample letter 
of the information to be submitted follows: 


DATE. 
DIRECTOR, CINCINNATI CSS ComMMopiry OFFICE, 
United States Department of Agriculture, 
1010 Broadway, Cincinnati 2, Ohio 


DEAR Sir: We offer for sale to and repurchase from the United States Depart- 
ment of Agriculture through the Commodity Credit Corporation subject to the 
terms of announcement Da-112 the following U. S. Grade A Cheddar cheese. 


l l om ia | 
Net pounds |. Number of | Type of | Style of cheese} Location (address 
boxes | box of product 





J ewcoce-a- 
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All of the above cheese is being offered on a standard moisture basis and we 
agree to repurchase the commodity from Commodity Credit Corporation on April 
1 or on the date the commodity is delivered to Commodity Credit Corporation, 
whichever is later, at the Commodity Credit Corporation domestic sales price 
for the commodity concerned in effect on April 1 or on the date of delivery to 
Commodity Credit Corporation, whichever is later. 

Very truly yours, 
(Name of Company.) 
(Signed by.) 


Each carlot listing in the above letter must not be less than 24,000 pounds gross 
weight or more than 30,000 pounds net weight. 

All envelopes containing offers must carry the following notation in the lower 
left hand corner of the envelope “Offer Under Announcement Da-—112.” 

The CCC will send you a telegram within 2 days accepting your offer and pro- 
viding you with the contract number. 

Next, make certain five copies of a loading manifest is prepared for each car 
offered. The number of boxes and net weight must agree with each carload 
offered. You show fractions of a pound for vat weights but drop one-fourth or 
one-half fraction of a pound for total net weight of each car. If actual total is 
three-fourths pound, you add a pound. Retain 1 copy of manifest and send 
4 to storage where cheese is located indicating to the storage that you are arrang- 
ing for inspection of this cheese under terms of Da-112. Manifest is to show 
name and location of manufacturing plant, date of manufacture and vat iden- 
tification, lot number, number of packages in each vat, moisture content of each 
vat and total number of packages in each carlot. The manifest should also 
include a statement that all of the cheese offered was manufactured not later 
than March 31, 1954, and that no vat of cheese offered contained moisture content 
in excess of 39 percent. Storage will give 2 copies to inspector, and return 1 
to you with grading certificate number and any changes made as result of 
inspection. 

After loading manifest are at storage you are to write or call Mr. Bruce Mars, 
Dairy Inspection and Grading Division, 139 Centre Street, New York 13, N. Y., 
and request inspection. You will be invoiced by the Department of Agriculture 
for the cost of having your cheese inspected at regular prescribed rates. 

As soon as you receive the original Cheese Grading Certificate from Mr. Mars’ 
office, you can invoice CCC in accordance with Da-112. Your invoice must con- 
tain the following statement: “The commodity remained in the place in which 
it was sampled or graded from the time of sampling or grading until repurchased 
and redelivered to the offerer.”” You are to invoice this cheese on the ba is of 
vouchers or certified invoices submitted by you in each case claiming the net 
difference between the sales price to CCC and the sales price from CCC to 
offerer. 

We have requested a supply of Announcement Da-112 and upon arrival! we will 
mail you a copy which will give you all the details. 


UNITED Biscuit COMPANY OF AMERICA, 
Melrose Park, Ill, July 1, 1955. 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE, 
Committee on Government Operations, 
House Office Building, Washington, D. C. 
(Attention: James R. Naughton, Counsel.) 

GENTLEMEN: This will acknowledge receipt of your letter dated June 18, 1955 
requesting certain information in connection with the sale and repurchase of 
cheese in 1954 under Agriculture Department Announcement Da-112. 

The information requested is as follows: 

1. The amount of cheese sold to and repurchased from CCC by United Biscuit 
Company of America was 438,632 pounds. 

2. A. The cheese was sold to CCC on March 25, 1954. 

B. The cheese was repurchased as of April 1, 1954. 
C. Payment was received from CCC on June 16, 1954. 
D. The amount of payment was $12,062.38. 

3. Cheese was stored at time of sale and repurchase at Midwest Cold Storage, 

414 North Broadway, Green Bay, Wis. 
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4. Cheese was purchased from Kraft F oods Company of Wisconsin, 520 North 
Broadway, Green Bay, Wis. 


5. Cheese was produced approximately as follows: 
Pounds 


94, 693 
131, 384 
212, 555 


Total 488, 632 


6. A. Cheese was used after repurchase in our normal manufacturing opera- 
tions. 
B. The cheese was not moved from location during time of sale and re- 
purchase. 

7. No purchase of manufacturing milk was made during January, February, or 
March 1954. 

8. Knowledge of Announcement Da-112 was obtained by us from the press. 
At our request, Kraft Foods Co. veried the announcement and obtained a copy 
of Da-112 for us. 

9. No comment. 

Very truly yours, 
K. F. MacLetxian, President. 


UNITED Biscurr COMPANY OF AMERICA, 
Melrose Park, Ill., August 18, 1955. 
CONGRESS OF THE UNITED STATES, 
House of Representatives, 
House Office Building, Washington, D. C. 
(Attention: Mr. James R. Naughton, counsel, Intergovernmental Relations 
Subcommittee of the Committee on Government Operations. ) 


GENTLEMEN : This is in answer to the questions asked in your letter of August 
12. 

The answer to question No. 1 is “Yes.” 

The answer to question No. 2 is “No.” 

The answer to question No. 3 is a qualified “No.” 

I trust this is the information you want. 

Very truly yours, 

UnITED Biscutr COMPANY OF AMERICA, 
K. F. MacLetian, President. 


Exuipir E—Lerrer Sent tro Companies OrrerRiInGc Cuerse UNDER 
ANNOUNCEMENT Da-112, Avueustr 1955 


Letters following substantially the following form were sent to a 
number of companies during August 1955. 


Aveust —, 1955. 
GENTLEMEN: The Intergovernmental Relations Subcommittee is 
investigating cheese transactions of the Commodity Credit Corpora- 
tion during March and April 1954 under USDA announcement Da- 
112. Information obtained by the subcommittee indicates that ~__- 
received payment from CCC on 
1955 pounds of cheese under Da-112. 
e of Chairman Fountain has asked me to write you to request your co- 
operation in furnishing additional information needed by the sub- 
committee to complete its investigation. 
Would you please furnish the following information to the 
subcommittee : 
1. Whether the listed amount of cheese is correct. (If incorrect, 
ple saa give correct figure. ) 
. Dates on which cheese was offered to and accepted by CCC; 
- ation or locations at which stored ; whether cheese was graded before 
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or after April 1, 1954; and dates and amounts of payments received 
from CCC. 

3. Firm or firms from which cheese was purchased. 

4. Approximate date cheese was produced. 


5. Disposition made of cheese by ------------------ after conclu- 
sion of Da-112 transactions. 
De men encakdenanuns purchase manufacturing milk in Jan- 


uary, February, or March 1954? 

7. When did you receive Announcement Da-112 or information as 
to itscontents? From whom? 

A I tech cect ecnesiintia di ever sell cheese to CCC before March 1954? 

©, BOWIE OE asi o rate cc nnene pounds of cheese would have 
been sold to CCC even if it had to be repackaged to CCC specifications, 
delivered to CCC warehouses, and could not have been repurchased ? 
(If answer to question 9 is “None,” question 10 need not be answered. ) 

10. Of the cheese which would have been sold to CCC under the 
circumstances described in question 9 : 

(a) How much was packaged according to CCC specifications ? 

(6) Approximately how much was worth 37 cents per pound or 
more in April 1954? 

(c) If any of this cheese was worth less than 37 cents per pound 
in April 1954, please give the approximate prices for which such cheese 
CN needa after conclusion of Da—112 transaction. 

11. Any comments you may desire to make on the Da—112 program 
and its operation. 

Your cooperation in providing this information will be appreciated 
by the subcommittee. Please do not hesitate to contact me if you have 
any questions. 

Sincerely, 
James R. Navueuton, 
Counsel, Intergovernmental Relations Subcommittee. 


Exuierr F—Reputes To Lerrer From INTERGOVERNMENTAL RELATIONS 
SuBCOMMITTEE REQUESTING INFORMATION From ComMPaANIEs OFrrer- 
ING CuEeEsSE UNDER ANNOUNCEMENT Da-112, Aveusr 1956 


BLUE MOUNDS CHEESE MART, 
Mount Horeb, Wis., August 29, 1955. 


INTERGOVERN MENTAL RELATIONS SUBCOM MITTEE 
House Office Building, Washington, D. C. 
(Attention: James R. Naughton.) 

DEAR Mr. NAUGHTON: In answer to your letter of August 24 relative cheese 
transaction with the Commodity Credit Corporation in March and April 1954. 

We are happy to furnish the following information : 

No. 1. Amount listed in your letter was the gross weight. Net weight, 20,680 
pounds. 

No. 2. Cheese was offered March 30, 1954. 

Cheese was accepted April 1, 1954. 

Cheese was graded April 15, 1954, by Government grader. 

Blue Mounds Cheese Mart coolers. 

Date of paying voucher May 20, 1954, amount $568.70. 

No. 3. Cheese was purchased from Schmidt Bros. (division of the Borden Co.), 
Richland Center, Wis., and Schmidt Bros. & Walther Co., Plattville, Wis. 

No. 4. Cheese was produced in 1952, 1953, and 1954. 

No. 5. Our regular wholesale and retail channels. 

No. 6. No. 

No. 7. From the United States Department of Agriculture in a bulletin dated 
March 9, 1954, signed by D. S. Anderson. 
No. 8. No. 
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No. 9. It is hard for us to say what we would have done under a different set 
of circumstances in March 1954. This order Da—-112 came out and we took 
advantage of it. 

Yours very truly, 
LUE MounpDs CHEESE MART, 
. Roru. 


Mornin@ Giory Datry PRopucTs, 
Shawano, Wis., September 2, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
Washington, D. C. 

Dear Mr. NavuGutTon: We have your letter of August 24, requesting some in- 
formation concerning a cheese transaction between our company and the Com- 
modity Credit Corporation during the early months of 1954. I will try to answer 
the questions you raised according to the numerical designation in your letter. 

1. The amount of cheese involved was 63,750 pounds as indicated in the head- 
ing of your letter. 

2. The cheese was offered to CCC by us on Mareh 31, 1954. It is our under- 
standing that in the case of products such as cheese, where grading precedes the 
offer, that the acceptance by CCC occurs simultaneously with the offer on all 
cheese having passed the Government grading procedure. This cheese was all 
in storage at our plant in Seymour, Wis. The actual grading took place on 
March 29, 1954. We received a payment of $1,753.12 from CCC on May 13, 
1954. 

3. None of this cheese was purchased by us from other firms. It was all 
manufactured at our own Seymour, Wis., plant. 

4. The cheese involved had been produced over the period from April 29, 
1952, to March 10, 1954. 

5. The disposition of the cheese in question was made through our regular 
trade channels of furnishing cheese to our cooperative membership and also to 
retail and wholesale customers in our trade area. This disposition occurred 
during the succeeding 10 or 12 months after the date of oifering as the various 
lots of cheese acquired the proper amount of aging for consumption. 

6. Consolidated Badger Cooperative did purchase manufacturing milk in 
January, February, and March of 1954 as we have done in every other month 
since the formation of our cooperative in 1931. 

7. I cannot recall the exact date on which we received announcement Da-112. 
We received it in the same general manner that other announcements are sent 
to us by the Department of Agriculture, covering other phases of the support 
program from time to time. 

8. Consolidated Badger Cooperative did not sell cheese CCC prior to 
March 1954, although substantial amounts of our cheese did find its way into 
Government support purchases through cheese warehousing concerns. This 
was primarily due to the fact that our cheese-storage facilities are too limited 
to allow the accumulation of carload quantities along with our requirements for 
the ripening of our own cheese for patrons. 

9. Of the total amount of 63.750 pounds of cheese which was offered to CCC, 
approximately 20,000 pounds would have been sold to CCC if the repurchase ar- 
rangement had not been in effect. The balance of this amount is the minimum 
amount required by our company at that time for its normal cheese aging and 
merchandising program. 

10. (a) All of this cheese was packaged according to the CCC specifications. 

(b) All of this cheese was worth 37 cents per pound or more in April of 1954, 
lue to the fact that it was cheese with varying amounts of age on it. 

ce) None of the cheese was disposed of for less than 37 cents per pound. 

11. We are aware that the Da—112 program has been subjected to considera- 
ble criticism in certain quarters. In view of the announced reduction in the 
level of support prices for cheese that were to become effective April 1, 1954, 
ome such program as the Da—-112 was necessary in order to avoid a compl 
demoralization of the cheese handling, ripening, and marketing procedures 
normal to the cheese industry. It is our opinion that in the absence of some such 
program as was announced under Da-112, that large amounts of cheese, sub- 
stantially equal to the amount offered under the offer and repurchase feature 
of Da-112, would have been offered to CCC prior to March 31, 1954. Such cir- 
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cumstances would have then required the expenditure of substantial amounts 
of money by CCC for transportation to warehousing points and storage ex- 
pense on these amounts of cheese during the period of time that would have 
elapsed between the time of acceptance by CCC and the inevitable repurchase 
from CCC of a sufficient amount of cheese to take care of the normal market 
requirements of those concerns regularly dealing in the domestic cheese market. 
We sincerely hope the above information adequately answers the questions 
raised in your letter of August 24. 
Very truly yours, 
CONSOLIDATED BADGER COOPERATIVE, 
By W. F. WIppIFIELD. 





DAIRYMEN’S LEAGUE CO-OPERATIVE ASSOCIATION, INC., 
New York, N. Y., September 12, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
Hiouse Office Building, Washington, D. C. 

DEAR Mr. NauGuTon: We have received your inquiry of August 23 listing a 
number of questions in connection with the sales or repurchase of cheese by the 
Dairymen’s League Co-Operative Association, Inc., under the USDA announce 
ment 112 during April 1954. Below we will attempt to answer questions in the 
order in which they are posed. The figures given are from our records. 

1. Dairymen’s League Co-Operative Association, Inc., sold and repurchased 
715,592 pounds of cheese under the announcement. 

2. The cheese was offered on March 25 and March 31, 1954. The cheese was 
stored at the following points: McCadam Cheese Co., Heuvelton, N. Y.; Lacka 
wanna Cold Storage Co., Scranton, Pa.; Central Warehouse, Albany, N. Y.; Syra 
cuse Cold Storage, Syracuse, N. Y. 

The cheese was graded after April 1, 1954. 

The dates and the amounts received in payment were: 


TE ee ao sia potas ee oad othe = BS pecan eee « $1, 731. 15 
May 27, 1954._...- Roe Te Oe ae OS ee ee Oe (i Oibal nares Seca 109. 2 
May 27, 1954_-- coils ca lata acl oe aii bcc tina Tt ta tna ah 2 a Ia a tel 364. 61 
July 6, 1954_- Rhdsneraeisiaat ae eee pith Be sac eee SOEs! 
July 6, 1954 lla on ii up ol ibep  cal e oiiea iaae i Nicencteite oa oecckedad ca 977.8 
Ge Nic RN ss ahs ciate cscs wing pal nsainc anes aot ie aa ee Le ne es dee 
ME hs ais ent ia Dee mines nes el pis hailbaes atin ae ae Es 
i I acne isd here hess Soh ca nega i ae Ss ditapaes eaten. ag ae 
July 6, 1954__ a cengidlhakiieiiaeiaie senediivinke tapi acne a ee 505. 21 

i! | ——— ss ia aaa Las i a ah a a ie ee 32 GES: 85 


3. None of the cheese was purchased from other firms. 
4. The cheese was produced late in October 1953, and January, February, an 
March, 1954. 


5. After the conclusion of the Da-112 transactions, the cheese was sold i! 
normal business channels. 

6. The Dairymen’s League Co-Operative Association, Inc., handled the mil! 
of its members in January, February, and March, 1954, and some milk was used 
in manufactured products. 
7. We received announcement Da-112 from the Department of Agriculture, 
Washington, D. C., during the last half of March 1954. 

8. Yes. 

9. Percent of the cheese sold under Da—112—None. 

10. (a) None. 

(b) All. 

(c) The cheese which we sold under Da-—112 was all New York State cheese, 
which commands a premium in normal cheese sales. 

11. The announcement Da-—112 was a highly desirable program because: 

(a) It helped to prevent further reductions for milk prices to farmers after 
a lower level of support for manufactured products was announced. 

(b) It helped to prevent the CCC from becoming the sole owner of dairy pro 
ucts in storage during March 1954, at a higher price than they offered to pay i 
April 1954. 

(c) It helped to maintain a supply of products in commercial hands early i 
April 1954, which were used to supply normal commercial requirements. 
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(d@) The income received from the program was returned by the cooperatives 
to their members less normal expense. 

The Da-112 program was a realistic approach on the part of the Department of 
Agriculture when they reduced paying prices during the high-production season 
of the year. 

We will be glad to furnish to the best of our ability any other information you 
may require to further clarify any part the Dairymen’s League had in the matter 
in question. 

Very truly yours, 
T. W. GREENWAY, Business Manager. 


DENVER MILK Propucenrs, INc., 
Denver 4, Colo., August 31, 1955. 
Re: Your letter August 23, 1955, Commodity Credit Corporation cheese trans- 
action Da-112. 
Mr. JAMES R. NAUGHTON, 

Counsel, Intergovernmental Relations Subcommittee, 

House of Representatives, House Office Building, Washington, D. C. 

DeaAR Mr. NaAuGHtTon: Your letter of August 23, 1955, was received yesterday. 
In order to comply, we submit herewith the following data, following the outline 
of your letter. 

1. The amount of cheese, 70,215 pounds, as listed is the correct amount of our 
tinal offer to CCC. We originally offered 86,570 pounds of which 13,036 pounds 
vas graded B and ineligible for sale and repurchase under the program. Small 
sules and tested weight differences prior to the final offer made up the difference 
of 3,119 pounds. Our final offer was 70,215 pounds. 

2. (a) The original offer to Commodity Credit Corporation was made by three 
separate telegrams at approximately 11 a. m., March 31, 1954. Acceptance was 

ired by CCC from Kansas City at 9:36 p. m., March 31, 1954, calling for 
S6,370 pounds of cheese and we were assigned contract No. AQPM (FI) 20251. 

(b) The cheese was graded April 15, 1954, by Harry B. Staver of the Colorado 
Department of Agriculture for the United States Department of Agriculture. We 
paid the Production and Marketing Administration, Dairy Branch, Inspection and 
Grading Division, 405 Federal Office Building, Kansas City, the amount of $62.60 
for grading service. The foregoing amount was paid by our check No. 16070, 
June 17, 1954. 

) We received payment from Commodity Credit Corporation, June 18, 1954, 
in the amount of $1,930.85. This amount was in accord with our statement show- 
ng 70,215 pounds cheese, graded A, at 254 cents per pound as provided by Da—112. 

The cheese was manufactured by McLagan Bros. Creamery Co., Brush, 
‘olo., Colorado factory No. 88, for our account. MeLagan Bros. at Brush main- 
tuin a supply of grade A milk at Brush for use in the Denver market at our 
irection. When the milk is not needed in Denver, it is held back and processed 

to cheese for us. 

The cheese as offered was made between June 15, 1955, and August 18, 1953. 

». We sold the cheese May 25, 1954 to Armour & Co., San Francisco and Sacra- 
mento, Calif. Our price to them was 31 cents per pound at Brush, or a loss of 
3\4 cents per pound on the USDA standard of 3414 cents. 

6. Denver Milk Producers, Inc., did not purchase any manufacturing, or Colo- 
rado grade C milk, January through March 1954. However, a little over 30,000 
pounds of butterfat per month, or a total of 93,028 pounds butterfat for the 3- 
month period, was processed into cheese by McLagan Bros. for our account. 

7. Information regarding Da—112 in its final form was received by us during 
March 1954, from National Milk Producers Federation, Washington, D. C. 

S. We never sold cheese to CCC prior to March 1954. We have prided ourselves 
in our ability to handle our own surplus product without Government aid. How- 
ever, in this particular instance, the aid was vitally needed and sincerely appre- 
ciated, 

”. All of the cheese would have been sold to CCC if ordered. The cheese was 
for sale and was offered in good faith. 

10. (a) All of the cheese was packaged to USDA grade A standards. 

(b) The book value of the cheese was slightly over 37 cents per pound. It 
Was originally put away at 3734 cents per pound with storage at 15 cents per 
hundredweight per month added. Therefore, in April, the June make was worth 
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39.1 cents, July make 38.95 cents, and August make 38.8 cents per pound. At 
the close of our fiscal year, September 30, 1953, the cheese was depreciated 2 cents 
per pound in the wake of the general feeling in the dairy industry that supports 
would be lowered April 1, 1954. The depreciation left our average value slightly 
over 37 cents including “shrinkage.” 

(c) None of the cheese was worth less than 87 cents per pound. 

11. Comments regarding Da—112 and its operation: 

As stated before in this letter, the assistance provided by Da-112 was 
needed, and we are grateful. Being a farmers’ cooperative, our savings each 
year are prorated to patrons based on their production for that particular 
year, On this basis, the loss to our producers would have totaled $1,930.85, 
in addition to the loss which was sustained when the cheese had to be sold at 
51 cents rather than the USDA standard of 3414 cents. When you add to the 
foregoing losses the depreciation of 2 cents per pound which further reduced 
producers prorata savings, you can readily see why we feel that announcement 
Ida—112 was well timed and essential. 

With reference to the operation of Da-112, we would like to take this op- 
portunity to express our appreciation for the cooperation shown us by Mr 
Wagner and Mr. Solien, as well as Mr. Staver, with whom we have worked 
on other programs. With all the bickering, haggling, intolerance, and sus 
picion that we read of from time to time in our newspapers, it is indeed com- 
forting to know that there are among us a good many conscientious and worth- 
while Government employees. 

In order to further cooperate with your investigation, we are enclosing 
typewritten copies of our telegraph offer to CCC, their acceptance, wires of the 
final offer submitted by Mr. Staver, as grader, as well as copies of our cor 
respondence with Mr. Solien and Mr. Wagner, and their replies. If we can 
be of further assistance by forwarding copies of statements, grade certificates, 
etc., please do not hesitate to call upon us. We pledge our complete assistance 
in upholding this very vital program. 

As a matter of further information, we did own some cheese in storage with 
Krink Creamery Co. on which they handled Da-112 negotiations. Information 
on these items may be had by contacting Robert L. Frink, Frink Creamery Co., 
room 4, unit 67, Wazee Market, Denver. 

Very truly yours, 
STUART G. COCHRAN, 
Office Manager. 


FISHER CITEESE Co., 
Wapakoneta, Ohio, October 14, 1955. 


JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, 
Washington, D. C. 
Dear Mr. Naventon: The delay in answering your letter of August 23, 1955 
was due to our inability to locate all of the records pertaining to the transaction 


in question. I now believe that I have all of the information requested and will 


list it in the order outlined in your letter. 

1. The listed amount of 27,270 is correct. 

2. The cheese was offered to CCC on March 29, 1954 and accepted March 31, 
at the Fisher Cheese Co. storage Water Street, 


1954. The cheese was stored 
Payment in the amount 


Wapakoneta, Ohio and was graded after April 1, 1954. 
of $749.93 was received May 19, 1954. 

3. Cheese was originally purchased from CCC. 

1. Cheese was produced March 1-5, 19553. 
>. The cheese was sold as sharp blocks to our accounts. 
Fisher Cheese Co. did not purchase any manufacturing milk in January, 


6 
February, or March 1954. 

7. We received announcement Da-112 from USDA. Date of receipt not 
known. 

&. Not to our knowledge. 

9. None. 

I believe that the above will cover the pertinent information requested in your 
letter. 


Very truly yours, 
FRED SLUSHER, 


Sales Service Manager. 
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At 


its Ik RANK RyYSER Co., 
rts Chicago, 1ll., September 6, 1950. 


tly Mr. JAMES R. NAUGHTON, 


Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives, Washington, D.C. 


Deak Mr. NAUGHTON: Regarding your letter of August 23, we are indicating 


as below the answers to your questions, except for No. 1 and No. 2, which have to 

ch be checked from the records, 

lar No. 3. Cheese was purchased from individually owned factories. 

85, No. 4. Cheese was purchased in February and March 1954. 

at No. 5. Cheese was used for processing. 

the No. 6. Yes; as always, we purchased the output of many individually owned 

‘ed factories, 

ent No. 7. We received announcement Da-112 from the Department of Agricul- 
ture and the National Cheese Institute. 

op- No. 8. No. 

Mr. No. 9. None. 

ced No. 10. This requires ho answer. 

Us- No. 11. Copies of correspondence, which are self-explanatory, puts us in a 


»m- position of both supporting the program, which, in our opinion, while it may 
*th- not have been a perfect solution, at least strove toward finding a solution, while, 

on the other hand, we did condemn, and still do, the administration of the 
sing program, 


the Our manufacturing facilities are geared entirely for the making and selling 
cor of foreign types of cheese. We have pioneered, at great effort and expense to 
cau ourselves, new cheese specialties, which now provide a market for a number 
tes, of cheese factories and their contributing farmers. Since all non-Cheddar cheese 
nce was excluded from this program, we and other firms like ourselves took a terrible 

beating from the arbitrary lowering of the support level. Still we felt that an 
vith adjustment was necessary. Once the program was announced, the normal market 


tion from Wholesale sources for any type of cheese product almost disappeared, and, 
Co as the program as outlined called for paying of the higher milk prices to the 
rmers until April 1, we had little choice but to turn our factories over to 
Cheddar cheese for the most part during the months of February and March 

1954 insofar as feasible. 
or. Incidentally, here is one thing that every one of the news releases so far has 
failed to mention: The farmer did get the higher price for his milk during the 
2 critical months, and the term “windfall profit,” we feel, is misapplied. The 
program was designed, in view of the support of the farmer mentioned above, to 










be). eliminate a loss to the dealer, and here is where we feel that we were unfairly 
treated. 
As the correspondence will show, the only excuse that is attempted is the short 
use of personnel for grading purposes, yet a personal check among the big dealers 
= nclusively showed the writer that no such shortage applied in their cases. The 
1950 x dealers, who were using the Government support program as a buffer in their 
ction everyday transactions, received all the service and consideration that they had 
will ever gotten before. In our case, we never asked for and received no Government 
rotection excepting this one time, and the cheese accumulated surface mold, 
hich, of course, is not harmful in the least, while awaiting for graders, and 
h 31, most of it was then conveniently turned down. We have not been able to 
treet, reconcile ourselves to what we think is downright shabby treatment. 
out Yours truly, 


FRANK RYSER 


THE FRINK CREAMERY 

; Denver, Colo., August 

uary, eS R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
Hlouse Office Building, Washington, D. C. 

Dian Str: th reply to your letter of August 223 requesting answers to 
estions on CCC purchases of cheese under announcement La—112. 
your Total pounds of cheese: 53,923. 
; Date offered and accepted: March 31, 1954. Locations stored: Beatrice 
rage, Denver, and Frink Creamery plant, Sanford, Colo. Dates graded 
‘il 1 and April 4, 1954. Date payment received: April 23, 1954. Amounts 
rinents: $659.97 and $822.91. 


t not 
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3. Cheese was our own manufacture, 

4. Dates made: April 4-23, 1954. 

5. Disposition made of cheese: sold by end of May to various customers at 
average price of 35.55 cents. 

6. Frink Creamery purchased manufacturing milk in January, February, and 
Mareh 1954. 

7. First heard of plans from trade paper and National Cheese Institute. 
Wired our Congressmen and Senators, and received replies March 25 that 
repurchase program was in effect. 

8. Frink Creamery sold cheese to CCC prior to March 1954. 

9. Most of the cheese would have been packaged to CCC specifications and 
delivered to CCC warehouses after inspection. It would not have been repu 
chased, as it would not have been in the styles (or sizes) suitable for our demand. 

10. (a) None of this was packed to CCC specifications, as explained above. 

(b) None 

(¢) Price sold average 33.55 cents per pound. 

11. The repurchase program enabled us to avoid selling the cheese to CCC 
and still pay producers price based on 37-cent cheese through almost all of the 
month of March 1954, and to pack in daisies and longhorns for sale to the trade 
at prices in effect after April 1, 1954. The lowered price enabled us to start 
selling the trade so that our last car was offered to CCC on May 11, 1954; none 
after that. 

Yours very truly 
E. H. FRINK. 


H. P. FARMERS COOPERATIVE, INC., 
Holland Patent, N. Y., November 22, 1955. 
Mr. JAMES R. NAUGHTON, 
Hlouse of Representatives, Intergovernmental Relations Subcommittee, 
Washington, D.C. 

DEAR Mr. NAUGHTON: In reply to your letters of August 23 and November 4 
concerning the sale of cheese to the Commodity Credit Corporation, I wish to 
advise that we never sold any cheese to the CCC or any other Government 
agency. 

To the questions in the letter of August 23 I wish to reply as follows: 

1. Figure is correct. 

2. Latter part of March or early April 1954. Stored in the Syracuse Cold 
Storage, Syracuse, N. Y. Graded after April 1, 1954. No payments received 
from the CCC, 

Manufactured by ourselves. 


>. 

4. June 1953. 

5. We did not finish our transaction. 

6. Yes. Our dealer used milk for frozen dessert and homogenous mix. 


7. Seen in issue of Producers Price Current about latter part of February or 
early March. Published by Urner-Barry Co., New York City. 

&, No. 

9. None. 

10. Not available at this time. 

11. We did not sell at any time to CCC nor did we ever receive a check or 
checks from CCC, 

Very truly yours, 
LYNN WICKWIRE 
(For J. LeRoy Gates, President ) 


MopeERN DAtTRY COOPERATIVE, 
Sheboygan, Wis., August 30, 1955 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives, Washinaton, D. C. 

DeAR Srr: In reply to your letter of August 23, 1955, regarding our cheese 
transaction with the Commodity Credit Corporation, we are giving our answers 
to your questions according to number in your letter. 

1. Incorrect. The correct figure is 61,710.75 pounds. 

2. April 27, 1954. Modern Dairy, 1606 Erie Avenue, Sheboygan, Wis. After 
June 4, 1954, $1,697.04. 

3. Cheese manufactured by ourselves. 
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May, June, July, and October 1952, and July 1953 
Sold to wholesale markets. 
Yes. 
April 1954. Newspaper. 
No. 
4% None. 
We will be glad to answer any further questions vou may have. 
Very truly yours, 
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and MONTEREY CHEESE CoO., ve 
‘pur San Francisco, Calif., August 29, 1955 
and. JAMES R. NAUGHTON, 


ve. Counsel, Intergovernmental Relations Subcommittee, 
louse Office RBuil ling, Washington, 1D. ¢ 

Dear Mr. NavuGuron: Please refer to vour 
CCC reference to cheese transactions of the Con 
f the March and April of 1954, nnder USDA an 
rrade We wish to advise that an offer 
start USDA Production and Marketin: ninistration 1 rtland, Ore 
unds of grade A hedd Mareh 25, 1955. This cheese rej 


none BO 50 


tt, 
Mr. C. L. Reiser of United States Department of Agriculture on April 
therefore we did not sell anv cheese to the Government under USD 
NK. nnouncement Da—-112, nor did we receive payment of any kind from the ¢ 


odity Credit Corporation under this announcement 
We will be glad to furnish any additional information you may need in regard 
this investigation. 


— Yours very truly, 
R. WYLLI 
ber 4 Mount ANGEL COOPERATIVE C 
ish to Wount Angel, Oreg., Aug 
unent JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

DEAR Mr. NAUGHTON: We are herewith submitting the information you request 
| Cold vour letter of August:-24, 1955, relative to the Commodity Credit Corporation 
ceived nouncement, Da—i12 

|. Listed amount 81,632 pounds is correct. 

2. This cheese was offered under announcement Da-112 and amendment of 

reh 25, 1954. Offered to regional office on March 30, 1954, and aecepted by 

‘C March 31, 1954. Federal grading certificates dated March 30, 1954, for 2 

ars, and the other April 7, 1954. Payment received: April 28, 1954, $487.26; 
ary or pril 20, 1954, $489.25; May 8, 1954, $452.06. The cheese was stored here at the 


unt Angel Cooperative Creamery where it was manufactured. 

The cheese was manufactured here at the Mount Angel Cooperative 

‘eamery. 

+. Bulk of this cheese was March 1954 production, with some January and 
eck or ‘ebruary 1954, and a slight amount of fall of 1953. 

This cheese was sold through our regular wholesale and retail channels. 

Yes. Mount Angel Cooperative Creamery is primarily a manufacturing 
: nt, using manufactured milk and cream in the manufacture of butter, Cheddar 
ent) heese, and powder. 

‘7. We received the regular bulletin from the CCC dated March 9, 1954. This 
ce was received through regular channels the same as any other information 
1955 > received from this department. 

S. Yes. 
‘. In view of the fact that normal trade in cheese had practically become non- 
stent, due to the forthcoming change in support price, and insofar as this 
eese Was packaged to meet CCC specifications, it would in all probability, have 
een sold to the Government. 
i (a) All of the cheese sold by us under this announcement met size and 
kaging specifications. 
") All this cheese was worth 37 cents per pound, but could not be sold for 
t price as the market had taken a substantial drop April 1. 


} 
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(c) On March 31, butter was quoted at 66 cents, and on April 1 it was quoted 
at 61 cents, a decrease of 5 cents a pound. Over a very short period of time, 
cheese had dropped approximately 2°4 cents. In March, our payout price for 
manufacturing milk was $3.15 per hundredweight, and in April, due to the de 
crease in support price, our paying price was $2.80 per hundredweight, a decrease 
of 35 cents a hundredweight. 

11. Considering the publicity that had been received concerning the proposed 
drop in parity support price of dairy products from 90 to 75 percent, it would 
seem that the CCC had acted very wisely in making this Da-—112 program 
available to the cheese industry. Had this program not been available for the 
repurchase of cheese, undoubtedly governmental purchases for the latter part 
of March would have been much higher, as everyone would have tried to lower 
their inventory as low as possible. Because the trade expected a decrease in the 
price of cheese, the market was very quiet, with all jobbers and wholesalers 
attempting to lower their floor stocks, which left the manufacturers such as our- 
selves without any market for the time being. Immediately after April 1, every- 
one would have been clamoring for cheese because the normal trade channels 
were empty. Had this Da—112 not been in effect, the normal flow of cheese from 
manufacturers to wholesalers to retailers would have been badly disrupted. As 
you know, cheese cannot be sold the day it is made, but has to be held for some 
time before it is shipped out to market. 

By making this repurchase possible, the Government probably saved a great 
amount of money in freight, storage, and handling, which would have been ex- 
pended if the normal sale pattern to the Government had been followed. While 
the amount of money that we received from the Government on this repurchase 
program was not sufficient to absorb the loss sustained by us in the decrease in 
prices, it did, however, heip to soften the blow to the producers. 

If there is any further information you desire, we will be pleased to furnish 
sale, 

Sincerely yours, 
JOSEPH BERCHTOLD, Manager. 





OuUTAGAMIE PRODUCERS COOPERATIVE, 
Black Creek, Wis., September 3, 19509. 
CONGRESS OF THE UNITED STATES, 
House of Representatives, Intergovernmental Relations Subcommittee of the 
Committee on Government Relations, House Office Building, Washington, 
D.C. 
(Attention Mr. James R. Naughton. ) 

DEAR Mr. NauGutTon: Please refer to your August 23 letter regarding the sale 
of and repurchase of cheese under Da—112. I will attempt to answer the ques- 
tions in the numerical order in which you have listed them. Before doing so 
I would like to correct our firm name to read Outagamie Producers Cooperative. 

No. 1. The amount of 58,889 pounds of cheese is correct and was sold and repur 
chased from the CCC under Da-112. 

No. 2. The cheese was offered by telegram on March 25, 1954, and accepted 
by telegram from the Minneapolis office on March 26, 1954, signed by H. M. 
Ehronmant Trout, contracting officer. The cheese was graded on March 19, 1954. 
The cheese was stored in our warehouse in Black Creek, Wis. I cannot say the 
exact date we received payment but we did receive $1,578.20 in 1 check and was 
deposited by us on May 7, 1954. 

No. 3. The cheese was not purchased but was manufactured by us in our plant 
at Black Creek, Wis. 

No. 4. One car of this cheese was produced from June 7 to 22, 1953. The other 
car was produced from January 22 to February 7, 1954. 

No. 5. After the conclusion of Da-112 transaction the cheese remained in 
our storage for proper aging at which time it was cut into consumer size pack 
ages and sold to our farmers and other cheese accounts. 

No. 6. We did not purchase any manufacturing milk in January, February, 
or March 1954 other than the daily receipts from our farmer members. 

No. 7. The information we received pertaining to announcement Da—112 wus 
received in the form of Docket No. UCP—98a dated March 9, 1954, and published 
by the United States Departinent of Agriculture. 

No. 8. We did not sell any cheese to the CCC before March 1954 but in addition 
to the 2 ears sold and bought under the repurchase program, an additional 5 
cars were sold to the CCC during March and April 1954. 
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No. 9. All of our 57,389 pounds of cheese would have been sold CCC if it could 


ed not have been repurchased. 
ne, No. 10A. According to docket No. UCP9Sa item 6, page 4, all this cheese was 
for packaged to CCC specifications. 
le- No. 10B. All this cheese was worth 37 cents per pound or over because it was 
ise aged cheese and had storage and packaging costs which had to be added to the 

selling price. I would also like to point out that from the time it became 
sed apparent the price support would go to 75 percent of parity until April 1 when 
ald it actually did the price of our package cheese dropped an average of 0.033 
am per pound. 
the No. 11. I think the repurchase program under DA-112 was essential and very 
art necessary to maintain cheese in retail channels. Had not this program been in 
ver effect, to me it would only have been good business to people who held large 
the inventories to dispose of their inventories to the Government which would 
ers have taken a lot of products out of retail channels and the CCC would have 
ur- held considerable more surplus. 1 believe the best solution for the dairy 
ry- industry is to get the dairy products on the consumers table and not in Govern 
1els ment warehouses, 
‘Om, Yours truly, 
As ARTHUR JEPSON. 
me 

PatcH GROVE CREAMERY, 

eat Patch Grove, Wis., September 1 1955. 
ex- 


JAMES R. NAUGHTON, 

Dear Sir: Received your letter August 25 and will try to answer questions 
you asked. 

1. Twenty-six thousand seven hundred and eighty pounds cheese. 

2. Cheese offered and accepted latter part of March 1954. Stored in Patch 
Grove Creamery warehouse, Patch Grove, Wis. Cheese graded by Federal grader 
after April 1, 1954. Received $716.10 from CCC July 28, 1954. 


» 


3. Ferryville Cheese Factory, Ferryville, Wis. 

























" 4. Cheese produced from January 1958 to March 1954. 
». Cheese sold to Ferryville Cheese Factory and regular trade channel. 
5 6. Yes; all 3 months. 
; 7. Originally in cheese trade papers approximately 1 or 2 months prior to 
«the \pril 1. 
ston ‘. No. 
, . None. 
I will be glad to answer any other questions or further explanations on these. 
Very truly yours, 
sale 
jues- 
g so 
tive. HowuSE OF REPRESENTATIVES, 
‘pur- COMMITTEE ON GOVERN MENT OPERATIONS, 
Washington, D. C., August 24, 1955. 
pted REEDSPORT CREAMERY & CHEESE FACTORY, 
ie Reedsport, Oreg. 
Ler. GENTLEMEN: The Intergovernmental Kelations Subcommittee is investigating 
y the cheese transactions of the Commodity Credit Corporation during March and 
was April 1954 under USDA Announcement DA-112. Information obtained by the 
subcommittee indicates that Reedsport Creamery & Cheese Factory received 
pant payment from CCC on 24,250 pounds of cheese under DA-112. 
Chairman Fountain has asked me to write you to request your cooperation in 
ther furnishing additional information needed by the subcommittee to complete its 
investigation. 
‘din Would you please furnish the following information to the subcommittee : 
pack 1. Whether the listed amount of cheese is correct. (If incorrect, please give 
correct figure. ) 
uary, (Answer.) Yes. 
2. Dates on which cheese was offered to and accepted by CCC: location or 
Livre cations at which stored: whether cheese was graded before or after April 1, 
ished \H54; and dates and amounts of payments received from CCC. 
ie (Answer.) Offered, March 29, 1954; accepted, April 15, 1954: stored, Reedsport, 
ae Oreg., graded, April 15, 1954; payment, April 23, 1954, $426.56. 
fh he 


Firm or firms from which cheese was purchased. 
\nswer.) Reedsport Creamery & Cheese Factory. 
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4. Approximate date cheese was produced. 

(Answer.) February 8, 1954 and March 2, 1954. 

5. Disposition made of cheese by Reedsport Creamery & Cheese Factory after 
conclusion of DA-112 transactions. 

(Answer.) Kept here and eventually sold to wholesaler. 

6. Did Reedsport Creamery & Cheese Factory purchase manufacturing milk in 
January, February, or March 1954. 

(Answer.) Yes. 

7. When did you receive announcement DA-112 or information as to its con- 
tents? From whom? 

(Answer.) March 25, 1954; Harold E. Baker, contracting officer. 

8S. Did Reedsport Creamery & Cheese Factory ever sell cheese to CCC before 
March 1954? 

(Answer.) Not that we remember. 

9. How much of the 24,250 pounds of cheese on which Reedsport Creamery & 
Cheese Factory received payment under DA-112 would have been sold to CCC 
even if it had to be repackaged to CCC specifications, delivered to CCC warehouses 
and could not have been repurchased? (If answer to question 9 is none, ques- 
tion 10 need not be answered. ) 

(Answer.) None. 

10. Of the cheese which would have been sold to CCC under the circumstances 
described in question 9: 

(a) How much met size and packaging specification of DA-100? 

(b) How much was worth 37 cents per pound or more in April 1954? 

(c) If any of this cheese was worth less than 37 cents per pound in April 
1954, please give the price for which such cheese was sold by Reedsport 
Creamery & Cheese Factory after conclusion of DA-112 transaction. 

11. Any comments you may desire to make on the DA-112 program and its 
operation. 

(Answer.) None. 

Your cooperation in providing this information will be appreciated by the 
subcommittee. Please do not hesitate to contact me if you have any questions. 

Sincerely, 
JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee. 


SHEBOYGAN FALLS CREAMERY, 
Sheboygan Falls, Wis., September 6, 1955 
JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

DeAR Str: We have just received your letter of August 24 requesting informa 
tion concerning our transaction with CCC in March 1954 under USDA announce- 
ment Da-112. 

We submit to you the following information : 

Notification of announcement Da-—112 was received by us in early March 1954 
It was Docket No. UCP-98a dated March 9, 1954, from the United States Depart- 
ment of Agriculture, Commodity Stabilization Service, Livestock and Dairy Divi 
sion and was signed by Acting Director Don S. Anderson. 

We therefore, in March and April of 1954 sold to and repurchased from CCC 
36,089 pounds of grade A Cheddar cheese subject to condition of announcement 
Da-—112 under which terms we received from CCC $992.45 or 0.0275 per pound of 
cheese, 

This offer was made to CCC on March 30, 1954, accepted on April 1, 1954, and 
the Government grading of the cheese took place on April 26, 1954. 

All of this 36,089 pounds Cheddar cheese was made by the Sheboygan Falls 
Creamery from manufacturing milk purchased from individual producers prior 
to March 30, 1954. After the Da—112 transaction, the cheese continued throug! 
normal aging procedure and was sold over a period of months on wholesale 
and retail dairy routes operated by the Sheboygan Falls Creamery Co. 

We believe we have presented here all the facts pertinent to our Da-—112 trans 
action with CCC. However, should you desire any additional information, d 
not hesitate to notify us. 

Yours very truly, 
WittiaAM H. JANSSEN 
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SHEBOYGAN FALLS CREAMERY, 
Sheyboygan Falls, Wis., September 27, 1955. 
r JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

in DEAR Str: We have just received your September 21 letter requesting addi- 
tional information concerning our transaction with CCC in March 1954 under 
USDA announcement Da-—112. 

n- Following is the information requested : The total amount of cheese in question 
was held in rented storage space at 1606 Erie Avenue, Sheboygan, Wis. This 
space has been contracted by us for cheese storage purposes for the past 3 years. 

re The cheese was produced in months prior to March 1954 ranging from February 
1953 to January 1954. 

To veur question No. 9, our answer: None. 


& We assume that these additional facts give you the complete details of our 
‘C transaction under Da-112, and we therefore thank you for the opportunity to be 
ses if service to your subcommittee. 

es- Yours very truly, 


WILLIAM H. JANSSEN. 


DENMARK, WIs., November 28, 1955. 
INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE OF THE COMMITTEE ON GOVERN- 
MENT OPERATIONS, 

il House Office Building, Washington, D. C. 

cok GENTLEMAN: In reply to your letter of August 24: 

1. Correct. 
its ”. Date offered—March 23, 1954. Accepted—March 25, 1954. Located—Wis- 
consin Aecredited Cheese Co., 163 North Pearl Street, Green Bay, Wis. Graded— 
March 22, 1954. Payment received—-May 17, 1954. Amount—$922.35. 

3. Purchased from Steve Siudzinski. 

+, Cheese produced——November 28, 1953, through February 22, 1954. 

5. Cheese repackaged and sold at retail. 

6. Steve’s cheese never purchased manufactured milk at any time; the com- 
pany only bought cheese. Steve Siudzinski has controlling and practically sole 
stock holder of Steve’s Cheese Co. Milk is purchased by Steve Siudzinski who 
operated cheese factories. 

7. Announcement dated March 9, 1954, from Don §S. Anderson, Acting Direc- 
tor, Livestock and Dairy Division, USDA, Washington, D. C. 

5. Ss. Yes. Steve Siudzinski sold cheese to CCC before March 1954. 

9. All. 

10. (a) None. (0) All of it. 

11. If it was not for this program, cheese purchased for at least 2 weeks 
prior would have been purchased at a price very much reduced. The factories 
would have been unable to pay the increased price of milk to the farmers which 
resulted from the program. The program made it possible for cheesemakers to 
pay the higher price to the farmers. The cheesemaker relied upon the program 





the 
ns. 
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1954 und the fact that the company when purchasing cheese would pay a higher price 
part- therefor. 
Divi STEVE’s CHEESE Co., 


By STEVE SUIDZINSKI. 
OCC, 
ment TRIANGLE CHEESE Co., 
id of Monroe, Wis., September 1, 1955. 
Mr. JAMES R. NAUGHTON, 
, and Counsel, Intergovernmental Relations Subcommittee of the Committee on 
Government Operations, House Office Building, Washington, D. C. 
Falls GENTLEMEN: This is in reply to your letter of August 24 in which you request- 
prior information about sales made by Triangle Cheese Co. to Commodity Credit 
ough Corporation during March 1954. I am pleased to give you the following answers 
lesale a reply to your questions which are answered in the same order as you asked 
them. 
rans 1. The amount is correct. 
m, do -. The cheese was offered to Commodity Credit Corporation approximately 
‘ch 24 and accepted by Commodity Credit Corporation March 26. It was 
red ip our warehouse at Monroe, Wis. The cheese was graded before April 1. 


M 


SEN 
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Payment was received from Commodity Credit Corporation May 4, 1954, in the 
amount of $612.29. 

3. Cheese was purchased from the faetories that were, at that time, shipping 
to us amounting to approximately 25 factories located in Wisconsin, Illinois, 
and Iowa. 

4. Cheese was produced during the preceding 6 or 8 months. 

5. Triangle Cheese Co. sold the cheese after the Da-—112 transaction to its 
usual trade for cured cheese. 

6. Triangle Cheese Co. does not purchase manufacturing milk. 

7. We received announcement Da-112 about March 12 to 15 from the Depart- 
ment of Agriculture. 

8. Triangle Cheese has regularly sold cheese to Commodity Credit Corporation 
before March 1954. 

9. Ido not know the answer to this question. 

1 hope the information given you will prove useful to your committee. 

Yours sincerely, 
JOHN M. FINUCANE. 


Woopy’s CHEESE Co., 
Waupaca, Wis., September 2, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
Congress of the United States, House of Representatives, 
House Office Building, Washington, D. C. 

DEAR Mr. NAUGHTON: Answering your letter of August 25, we are glad to 
furnish answers to your questions as follows: 

1. Amount of cheese listed is correct. 

2. Cheese was offered to CCC on March 16, 1954, and accepted March 22, 1954. 
Cheese was stored at Woody’s Public Storage, 200 North Broadway, Green Bay, 
Wis., and was graded March 17, 1954. Payment was received April 30, 1954, 
in the amount of $709.97. 

3. Cheese was purchased from Land O’Lakes Creameries, Inc., Plymouth, Wis. 

4. Cheese was produced in May 1952. 

5. Disposition—used for processing and manufacturing. 

6. No milk was purchased by us in January, February, or March 1954. 

7. Information on contents was received March 15, 1954, from Commodity 
Stabilization Service, Livestock and Dairy Division, Washington, D. C. 

8. No cheese was ever sold to CCC before March 1954. 

9. None. 

11. None. 

Yours very truly, 
Woopy’s CHEESE Co., 
C. E. Woopy. 


C. E. ZUERCHER & Co., 
Chicago, August 25, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Retations Subcommittee, 
Committee on Government Operations, 
House Office Building, Washington, D. C 
Dear Sir: Your of the 23d instant received. Our records show that on March 
25 we offered by telegram and letter 28,057 pounds of Cheddar cheese to CSS 
Commodity Office, 1010 Broadway, Cincinnati, Ohio. However, this lot of cheese 
was not accepted and, therefore, never delivered. This is the only lot of cheese 
we ever offered to CSS Commodity Office. 
We have never sold any cheese to CSS Commodity Office and, therefore, never 
received any payments from them. 
* Trusting this clears up the matter, we remain 
Yours very truly, 
C. BE. Zvuercuer & Co 
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Exuipit G—List or Compantes Wuo Fatitep tro Rerrty ro or Wuo 
ReFrvuseD To ACCEPT CORRESPONDENCE FROM THE INTERGOVERN MENTAL 
RELATIONS SUBCOMMITTEE 


The following companies either failed to reply to or refused to accept 
: correspondence from the subcommittee : 
Brooklawn Creamery Co., 262 South Ist West, Salt Lake City, Utah; 
Bruder Dairy Products Co., 319 The Arcade, Cleveland, Ohio; Central 
Cheese Co., Marshfield, Wis.; DeKalb Creameries, Inc., 99 Hudson 
Street, New York, N. Y.; Uinta Creamery Co., 1451 East 3350 South 
Street, Salt Lake City, Utah; Whiting’s Natural Cheese, Inc., Gillett, 
Wis. 


Exuisir H—CorresPponDENCE WirH THE Krarr Foops Co. 


Correspondence with Kraft Foods Co. follows: 


Krarr Foops Co., 
Chicago, Ill. 
(Attention: Mr. I. L. Olson, Assistant Comptroller. ) 
GENTLEMEN: The Intergovernmental Relations Subcommittee has received 
0 information indicating that Kraft Foods Co. sold to and repurchased from the 
Commodity Credit Corporation 29,164,860 pounds of cheese under regulations 
established by announcement Da-112. Chairman Fountain has asked me to 


4. write to you to request your cooperation in furnishing additional information 
y; concerning this transaction. 
4, Would you please furnish to the subcommittee the following information : 

1. Whether the listed amount of cheese sold to and repurchased from CCC by 
is. Kraft Foods Co. is correct. (If incorrect, please give correct figure. ) 


2. Dates on which cheese was offered to CCC; dates of acceptance; whether 
cheese was graded before or after April 1, 1954; dates on which payments were 
received and amounts of payments. 

ty 3. Locations at which cheese was stored and amount stored at each location. 
4. Approximate amount of cheese purchased by Kraft and approximate amount 
produced. 

5. Approximate dates of production of cheese. 

6. General statement regarding origin of cheese purchased by Kraft, including 
approximate amount furnished by each of the 10 largest suppliers. 

; 7. Disposition made of cheese after repurchase from CCC, including approxi- 
mate dates on which cheese was moved from location at time of repurchase. 

8. Had any of this cheese previously been purchased by Kraft from CCC? 

¥. Any comments you may desire to make on the purchase-resale program and 
its operation. 

It would also be appreciated if you would furnish to the subcommittee copies 
ot any form letters or other information regarding Da—112 sent by inKnraft Foods 
Co., to its Customers, together with the list of customers to whom such letters 
or information was sent. In addition, it would be appreciated if you would send 
copies of all correspondence on Da-112 with H. J. Heinz Co. and the United Bis- 
cuit Co, 

In order to aid the subcommittee in determining how much cheese would have 
been purchased by CCC in the absence of Da—112, it would be appreciated if you 
Would also provide the following information : 

(@) Approximately how much of the Kraft Co.’s 29,164,860 pounds of cheese 
Would still have been sold to CCC even if it had to be repackaged to CCC specifica- 
tions, delivered to CCC warehouse, and could not have been repurchased? (If 
alswer to question (a) is none, question B need not be answered. ) 

(b) Of the cheese which would still have been sold to CCC under the cir- 
cumstances described in question (a): 
1, Approximately how much was packaged according to CCC specifications ? 
2. Approximately how much was worth 387 cents per pound or more in 
April, 1954? 
4. If any of this cheese was worth 87 cents per pound in April 1954, please 
give the approximate prices for which such cheese was sold by Kraft Foods 
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Co. after repurchase from CCC. If the sale was to a subsidiary or affiliate 
of Kraft, please give the approximate prices at which it was resold to firms 
or persons not connected with Kraft. 

Your cooperation in furnishing this information will be appreciated by the 
subcommittee and will be very helpful in its work. In the event that some of 
the requested information is not readily available, it would be appreciated if the 
available information is furnished promptly and the remainder sent in when 
it can be obtained. Please do not hesitate to contract me if you have any ques- 
tions regarding the requested material. 

Sincerely, 
JAMES R, NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee. 


KRAFT Foops Co., 
Chicago, Ill., August 30, 1955. 
JAMES R. NAUGHTON, 
Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

DeAR Mr. NAuGHTON: This letter is in reply to your letter of July 30 request- 
ing certain information from Kraft Foods Co. relating to the sale to and repur- 
chase from the Commodity Credit Corporation of Cheddar cheese during 1954 
under Announcement Da-—112. In the interest of brevity, we have not repeated 
the question; each answer is in response to the question in your letter which 
bears the same number. 

1. Our records indicate the amount of cheese sold to and repurchased from 
CCC was 29,453,962 pounds rather than the quantity shown in your letter, i. e., 
29,164,860 pounds. 

2. (a) Kraft Foods Co. offered cheese to CCC on the following dates: March 
15-20, 22-27, 29-31, 1954. 

(bv) CCC accepted offers of cheese by Kraft Foods Co. on the following dates: 
March 17-19, 22, 24-31, April 2-6, May 19 and 21, 1954. 

(c) Some cheese was graded prior to April 1, 1954, and some cheese was 
graded after April 1, 1954. 

(d) Payments were made by CCC to Kraft Foods Co. on the following dates 
and in the amounts set opposite each respective date: 


Amount Amount 
ro ee” RE ee $8, 442.99 | May 26, 1954______.______ $34, 236. 52 
BO em asinininne nin 3, 412. 05] dune 7, 1054...............— 10, 412. 41 
Bb eva genus 5, 869.96 | June 8, 1964_...___.______ 3, 844. 47 
rly | | eee 16, 733.12] June 9, 1954_____ ehh Alri 639. 57 
BE. TE: Fibs inka menses 8, 429. 44] June 10, 1954_............ 5, 750. 53 
hor, 20, Torte 9 oS AP ae OR | 4, 734. 51 
CE SNe I Ds snisne saminister tonsil eer ea eee PRR ee SO nn ciemcencnes 15, 144. 33 
ADT. Be, Ween sek nccsntnce 2, 496.42 | June 22, 1954_____ aides 4, 461. 61 
Biot: De: Feee ee i, 400. Se 1eune 2s. 1954... 1, 434. 18 
DE, Sy. SO adnan 1, 200. GS i June 24, 1954.............. 21, 679. OS 
BCS et. Ts aaa 6,425, 251) sunbe 25. 1954... ene 1, 806. 04 
re a. ee 2, 200-01 1 gune 2o. 1964... 3, 164. 75 
eT ee in neeietinnints he 0 ee Ee By I acaccneecismeicince 5, 569. 79 
A. SU, a ine ecascenerscnetie pes ae 6 a a, 4, 810. 43 
8 Ee ccwni mantic Se ls a ae: | 731. 22 
may 5, 1006.....s.— Seach dab Dy ORG. 10) LOOT Dy. BOOB i ctiencannannn 223, 576. 40 
May 6, 1054....... eae Gee. Ot 1 wULy ©, 2004..n. cocci 134, 653. 17 
Ry iii emia RS i aie ae | 27, 577. 99 
ge Sa iG. ee OCG. Udy. 20 encncedemeen 7, 713. 45 
DT ic eee 16, 099. 52 _———_ 
RE Bie See Eeicsaeae 15, 728. 24 tai oa a 725, 797.12 


ee 2 SR eee 49, 599. 63 
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3. Cheese was stored at the following locations in the amounts set opposite 
the name of each location: 


Location Pounds Location Pounds 


BR Oe oes 40, 827 | Manitowoc, Wis__--____-__- 66, 916 
Albany, N. ¥ 1, 188, 114 | Marahiield, Wisi. ..2<.62 149, 915 
Alexandria, Tenn 32, 851 | Milwaukee, Wis _. 1,807,618 
AOI WE es item mmm 130, 055 | Minneapolis, Minn__~_ ; 124, 346 
Beaver Dam, Wis 112, 901 | Norfolk, Va... _--. 44, 297 
Bentonville, Ark 101, 947 | Oostburg, Wis__._____-_--- 1, 865, 463 
Bosten:, MAGtn ct ee 195, 913 | Phoenix, Ariz 59, 682 
Brodhead, Wis 346, 044 | Plymouth, Wis__-.-_-_-_- 4,130, 461 
Buffalo, N. Y 144, 977 | Poeatello, Idaho 1, 604, 659 
Canton, N. Y 757, 426} Pulaski, Tenn 50, SST 
Chicago, Ill 581, 552 | Richland Center, Wis___- 354, 957 
CerGhits, Wei etme 92,541 | Richmond, Va... 15, 274 
Decatur, Ga 2, 739, 480 | Salem, V: 16, 330 
DenisOty, ROR ict 74, 264 | San Antonio, Tex____-_~_~- 22, 232 
Denver, Colo 5, 210 | Scranton, Pa........s« 44, 895 
Detroit, Mich bo, 200 | Seaford, Del_...._..._-- 81, 600 
Forty Fort, Pa 29,415 | Seattle, Wash 28, 564 
Fresno, Calif 860 | Shawano, Wis 2 094 
Gallatin, Tenn ; 91 | Sheboygan, Mich 544, 426 
Chea a, in insect 2,430 | Shreveport, La 2, 532 
Green Bay, Wis §21 | St. Louis, Mo ‘ 3, 257 
Hillside, N. J Springfield, Mo__ 20, 857 
Houston, Tex j Vestal, N. Y 8, 817 
Kansas City, Kans___.__-- OO I a oc 9,154 
Little Rock, Ark : Wausau, Wis , 268, 576 
Los Angeles, Calif 0, 200 | Westboro, Wis 526 
Louisville, Ky 8, 122 _ 
Lowville, N. TUE sete ceeouies 29, 4538, 962 


4. Of the cheese sold to and repurchased from CCC by Kraft Foods Co. 
approximately 70 percent had been purchased by Kraft and approximately 30 
percent had been produced by Kraft. 

5. Of the cheese sold to and repurchased from CCC by Kraft some was pro- 
duced in 1954, some in 1953, and some prior to 1953. 

6. (a) Of the cheese sold to and repurchased from CCC by Kraft which had 
been purchased rather than produced by Kraft, approximately 50 percent had 
been purchased from dealers or assemblers and approximately 50 percent from 
cooperatives and independent factories. 

(b) The 10 largest suppliers from which Kraft purchased the cheese in ques- 
tion and the approximate amounts purchased from each are as follows: 


Pounds 

1. John Kirkpatrick, Inc., Richland Center, Wis______-_--__-____ __ 3, 150, 000 
2. MeLeod Wright Creamery Co., Lester Prairie, Minn____-________~ 1, 565, 000 
3. Badger State Cheese Co., 480 North Broadway, Green Bay, Wis__- 1, 255, 000 
. Jorgensen Cheese Co., Denmark, Wis_____-_-_____- _ 1, 080, 000 

. Areo Dairies, Inc., Pine Island, Minn 926, 000 

3. Farmers Cooperative Creamery Co., Watkins, Minn 877, 000 
. Farmers Creamery Co., Inc., Bangor, Wis______-_-- ce 877, 000 

. Shawano Warehouse and Cold Storage, Shawano, Wis__--------- 768, 000 

, BRRUSie COmee WAClOry. CUIILOT Wiis seis ects esas 555, 000 

Westfield Cooperative, Westfield, Wis__- 539, 000 


7. After repurchase of the aforementioned cheese from CCC, it was utilized 
by Kraft in its normal operations. Approximately 53 percent of such cheese 
was resold by Kraft as natural cheese, and approximately 47 percent was used 
in the manufacture of various cheese items. 

&. Some of the cheese sold to and repurchased from CCC had previously been 
purchased by Kraft from CCC. 

Yon have requested that we furnish copies of form letters or other informa- 
tion regarding Da—112 by the company to customers, together with a list of the 
customers to whom sent. We enclose a letter dated March 19, 1954, on the sta- 
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tionery of Kraft Foods Co., eastern division, 40 Worth Street, New York, N. Y., 
relating to announcement of Da-112. This letter was sent to the following 
customers of Wraft: 

Kennedy & Co., Boston, Mass. 

T. & C. Family Foods, Syracuse, N. Y. 

Loblaw Groceries, Buffalo, N. Y. 

Giant Food Stores, Washington, D. C. 

Schreiber Bros., Baltimore, Md. 

seldner Bros., East Orange, N. J. 

Dilbert Bros., Glendale, Long Island, N. Y. 

We also enclose copies of letters dated March 8, 1954, from A. W. Sigmund 
of Kraft Foods Co., to Mr. Bennett, National Biscuit Co., and from A. W. Sig- 
mund to G. H. Hirth, Campbell Soup Co. 

You have also requested that we furnish you with copies of all correspondence 
on Da-112 with H. J. Heinz Co. and United Biscuit Co. In response to this 
request we enclose photostat copies of the following communications : 

(a) March 8, 1954, letter Kraft to United Biscuit Co. 

(b) March 8, 1954, letter Kraft to H. J. Heinz Co. 

(¢) March 28, 1954, telegram Kraft to H. J. Heinz Co. 

(7) March 28, 1954, letter Kraft to H. J. Heinz Co. 

(ce) March 26, 1254, letter United Biscuit Co. to Kraft. 

(f) April 7, 1954, letter Kraft to H. J. Heinz Co. 

(7) April 7, 1954, letter Kraft to United Biscuit Co. 

(ht) April 15, 1954, letter Kraft to H. J. Heinz Co. 

(i) April 15, 1954, letter Kraft to United Biscuit Co. 

(j) April 19, 1954, letter H. J. Heinz Co. to Kraft. 

(k) April 19, 1954, letter Kraft to H. J. Heinz Co. 

(1) April 20, 1954, letter Kraft to H. J. Heinz Co. 

(m) April 21, 1954, letter H. J. Heinz to Kraft. 

(n) April 28, 1954, letter Kraft to H. J. Heinz Co. (Saine letter mailed to 
United Biscuit Co.) 

(0) May 10, 1954, telegram H. J. Heinz Co. to Kraft. 

To the best of iny information the above are the only communications respon 
Sive to your request. 

On page 2 of your letter you have asked “Approximately how much of the 
Kraft Company’s 29,164,860 pounds of cheese would still have been sold to CCC 
even if it had to be repackaged to CCC specifications delivered to CCC ware- 
houses and could not have been repurchased ?” 

We are unable to answer this question of its speculative and hypothetical 
nature. 

The data in this letter includes Kraft Foods Co. and its wholly owned sub 
sidiaries, Kraft Foods Co. of Wisconsin and Phenix Foods Co. 

Your very truly, 
Krart Foops Co., 
By I. L. OLson, 
Assistant Comptroller. 


Marcn 8, 1954. 
Mr. K. F. MACLELLAN, 
United Biscuit Company of America, 
Velrose Park, Ill. 

Dear Mac: The following release was issued from Washington on March 4 
USDA announces April dairy sales prices and modifies March purchase operation 

Copy is attached. 

It appears to me that industrial users could qualify for this program becaust 
most of them have purchased the type of cheese that CCC has purchased unde 
the support program; namely, Cheddars, flats, twins, or rindless blocks. 

Please note that these sales to the USDA must be made before Mareh 31 and 
repurchased before the end of April. The seller must offer to repurchase when | 
makes the offer to the USDA; however, the cheese must be graded before the final 
settlement can be completed. 

We have not had an opportunity to discuss this program in detail, so, if y 
need further information, we will try and analyze it and give you our ideas. 
Sincerely yours, 
Krart Foops Co., 
A. W. SIGMUND, 
Vice President 
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Fa Marcu 8, 1954. 
ig Mr. NORMAN E. DANIELS, 
H. J. Heinz Co., 
Pittsburgh, Pa. 

Dear DANNY: The following release was issued from Washington on March 4: 
“USDA announces April dairy sales prices and modifies March purchase opera 
tion.” Copy is attached. 

It appears to me that industrial users could qualify for this program because 
most of them have purchased the type of cheese that CCC has purchased under 
the support program; namely, Cheddars, flats, twins, or rindless blocks. 

nd Piease note that these sales to the USDA must be made before March 31 and 









g- repurchased before the end of April. The seller must offer to repurchase when he 
mikes the offer to the USDA; however, the cheese must be graded before the final 
ace settlement can be completed. 
his We have not had an opportunity to discuss this program in detail, so, if you need 
further information, we will try and analyZe it and give your our ideas. 
Sincerely yours, 
Krarr Foops Co., 
A. W. SIGMUND, Vice President. 
Krart Foops Co., 
New York N. Y., March 19, 1954. 
To Whom It may Concern: 

To enable you to offer Cheddar cheese to the United States Department of Agri- 
culture under the terms of announcement DA-—112 dated March 9, 1954, we are 
submitting the following recommended procedure. 

All offers are to be submitted by letter (airmail registered recommended) or 
telegram so as to reach their office not later than March 31, 1954. A sample letter 

in of the information to be submitted follows: 
( Date.) 
Drrector, CINCINNATI CSS COMMODITY OFFICE, 
~_ United States De partme nt of Ag! iculture, 
: 1010 Broadway, Cincinnati, Ohio. 
the Dear Sir: We offer for sale to and repurchase from the United States Depart- 
‘CC ment of Agriculture through the Commodity Credit Corporation subject to the 
are- terms of “Announcement DA-—112” the following U. S. Grade A Cheddar cheese. 
ical Net pounds | Number of Pype of (style ofcheese| Location (address) 
‘all boxes Dox ol product 
r 
All of the above cheese is being offered on a standard moisture basis and we 
“4. agree to repurchase the commodity from Commodity Credit Corporation on 
April 1 or on the date the commodity is delivered to Commodity Credit Cor- 
poration, whichever is later, at the Commodity Credit Corporation domestic sales 
price for the commodity concerned in effect on April 1 or on the date of delivery 
to Commodity Credit Corporation, whichever is later. 
h 4 Very truly yours, 


tion (Name of Company.) 
(Signed by.) 


‘aust 


inde! Mach carlot listing in the above letter must not be less than 24,000 pounds 
gross Weight or more than 380,000 pounds net weight. 
ane All envelopes containing offers must carry the following notation in the lower 
en he left-hand corner of the envelope “Offer Under Announcement Da—112.” 
final The CCC will send you a telegram within 2 days accepting your offer and 
OS providing you with the contract number. 
f you Next, make certain five copies of a loading manifest is prepared for each 


car offered. The number of boxes and net weight must agree with each carload 
vifered. You show fractions of a pound for vat weights but drop one-fourth 
or one-half fraction of a pound for total net weight of each car. If actual total 


75575 56—34 


pnt 
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is three-fourths of a pound, you add a pound. Retain 1 copy of manifest and 
send 4 to storage where cheese is located indicating to the storage that you are 
arranging for inspection of this cheese under terms of Da-112. Manifest is to 
show name and location of manufacturing plant, date of manufacture and vat 
identification, lot number, number of packages in each vat, moisture content of 
each vat, and total number of packages in each carlot. The manifest should 
also include a statement that all of the cheese offered was manufactured not 
later than March 31, 1954, and that no vat of cheese offered contained moisture 
content in excess of 39 percent. Storage will give 2 copies to inspector, and 
return 1 to you with grading certificate number and any changes made as result 
of inspection. 

After loading manifest are at storage you are to write or call Mr. Bruce Mars, 
Dairy Inspection and Grading Division, 139 Centre Street, New York 13, N. Y., 
and request inspection. You will be invoiced by the Department of Agriculture 
for the cost of having your cheese inspected at regular prescribed rates. 

As soon as you receive the original cheese-grading certificate from Mr. Mars’ 
office, you can invoice CCC in accordance with Da-112. Your invoice must con- 
tain the following statement: “The commodity remained in the place in which 
it was sampled or graded from the time of sampling or grading until repurchased 
and redelivered to the offerer.” You are to invoice this cheese on the basis of 
vouchers or certified involves submitted by you in each case claiming the net dif- 
ference between the sales price to CCC and the sales price from CCC to offerer. 

We have requested a supply of announcement Da-112 and upon arrival we will 
mail you a copy which will give you all the details. 






















MArRcH 23, 1954. 
Mr. N. E. DANIELS, 
H. J. Heinz Co., Pittsburgh, Pa.: 

We are mailing you tonight copy of wire which you should send verbatim to 
Minneapolis office of Commodity Credit Corporation under your signature. 
This offer must be in Minneapolis by Wednesday, March 31. Recommend you 
get it out immediately. 









KRAFT Foops CoMPANY OF WISCONSIN, 
A. W. SIGMUND. 







MARCH 23, 1954. 





Mr. N. E. DANIELS, 
H.J. Heinz Co., Pittsburgh Co. 

DEAR Mr, DANIELS: We are attaching hereto a copy of your offering No. 1, 
covering the inventory you have stored at the Midwest Cold Storage Co., Green 
Bay, Wis. 

This is in line with Mr. Willems’ telegram of today, advising you to wire 
the CCC office, Minneapolis, Minn., verbatim, the attached offering. We suggest 
that you get this offering out immediately by wire so that the Government 
office can properly process the offering. 

We will arrange for inspection of this merchandise as quickly as possible. 

Yours very truly, 















KRAFT Foops COMPANY OF WISCONSIN, 
W. A. FENSKE. 







UNITED Biscuit COMPANY OF AMERICA, 
March 26, 1954. 






Mr. W. A. FENSKE, 
Kraft Foods Company of Wisconsin, 
Green Bay, Wis. 
DEAR Mr. FENSKE: The Commodity Credit Corporation has accepted our 
offer for 489,154 pounds of American Cheddar cheese. Will you please arrange 
for grading. 
Very truly yours, 









K. F. MACLELLAN, 
President. 
P. S.—This will confirm my wire to you today’s date. 
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APRIL 7, 1954. 
Mr. N. E. DANIELS, 
H. J. Heinz Co., Pittsburgh 30, Pa. 

DEAR Sir: We are enclosing herewith contractor’s certified report covering 
certificates 01761, 01762, and 01763, offered to the USDA under announcement 
Da-112. 

Please sign three copies of each certificate and mail to Mr. Ed Small, United 
States Department of Agriculture, Dairy Inspection and Grading Branch, 1102 
New Post Office Building, Chicago 7, Ill. 

Yours very truly, 
Krart Foops CoMPANY OF WISCONSIN, 
W. A. FENSKE. 


APRIL 7, 1954. 
UNITED BrscutT COMPANY OF AMERICA, 
Town House Square, Melrose Park, Til. 
(Attention: Mr. MacLellan.) 

GENTLEMEN: We are enclosing herewith contractor’s certified reports O1765, 
01766, 01767, O1768, and O1769. Please sign three copies of each, and mail 
them to: Mr. Ed Small, United States Department of Agriculture, Dairy Inspec- 
tion and Grading Branch, 1102, New Post Office Building, Chicago 7, Ill. 

These certificates cover five cars of cheese offered to the USDA under announce- 
ment Da-112. 

Yours very truly, 
KraFrt Foops COMPANY OF WISCONSIN, 
W. A. FENSKE. 


APRIL 15, 1954. 
Mr. N. E. DANIELS, : 
H. J. Heinz Co., Pittsburgh, Pa. 
DeAR Sir: We are enclosing herewith contractor’s certified report covering 
certificates 03039 and 03040, offered to the USDA under announcement Da—-112. 
Please sign three copies of each certificate and mail to Mr. Ed Small, United 
States Department of Agriculture, Dairy Inspection and Grading Branch, 1102 
New Post Office Building, Chicago 7, Ill. 
Yours very truly, 
KRAFT Foops CoMPANY OF WISCONSIN, 
W. A. FENSKE. 


APRIL 15, 1954. 
UNITED BIscuIT COMPANY OF AMERICA, 
Town House Square, Melrose Park, Ill. 
(Attention: Mr. MacLellan.) 


GENTLEMEN: We are enclosing herewith contractor’s certified reports 00896 
through 00900, and 03901 through 03905. Please sign three copies of each and 
mail them to Mr. Ed Small, United States Department of Agriculture, Dairy 
Inspection and Grading Branch, 1102 New Post Office Building, Chicago 7, Il. 

These certificates cover 10 cars of cheese offered to the USDA under announce- 
ment Da-112. 

Yours very truly, 


KRAFT Foops COMPANY OF WISCONSIN, 
W. A. FENSKE. 


APRIL 19, 1954. 
Subject: Certificate Nos. 03039 and 03040. 
Mr. W. A. FENSKE, 
Kraft Foods Company of Wisconsin, 
Green Bay, Wis. 

DEAR Mr. FENSKE: In today’s mail we received your letter of April 15 and 
iccompanying certificate Nos. 03039 and 03040. Three copies of each certificate 
arry the writer’s signature and are today being mailed to Mr. Ed Small of the 
USDA office in Chicago. 
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We are retaining the duplicate copy of each, attached to which is the cheese 
graders’ memorandum. 
Yours very truly, 
H. J. HEINz Co., 


ss 
Vice President, Purchases. 


APRIL 19, 1954. 


Mr. N. E. DANIELS, 
H. J. Heinz Co., Pittsburgh, Pa. 

Dear Sir: We are enclosing herewith contractor’s certified report covering 
certificates 03916 through 03921, and 03923, which were offered to the USDA 
under announcement Da-—112. 

Please sign three copies of each certificate and mail to the USDA office in 
Chicago. 

Very truly yours, 
KRAFT Foops COMPANY OF WISCONSIN, 
W. A. FENSKE. 





APRIL 20, 1954. 
Mr. N. E. DANIELS, 
H. J. Heinz Co., Pittsburgh, Pa. 
DEAR Sir: We are enclosing herewith contractor’s certified report covering 
certificates as follows: Certificates 08906-03915, and 03922. 
These were offered under USDA announcement Da-112. 
Please sign three copies of the certificate and mail to the USDA office at 
Chicago. 
Your very truly, 
KRAFT Foops COMPANY OF WISCONSIN, 
W. A. FENSKE. 


H. J. HEINz Co., 
Pittsburgh, Pa., April 21, 1954. 
Mr. W. A. FENSKE, 
Kraft Foods Company of Wisconsin, 
Green Bay, Wis. 

DEAR Mr. FENSKE: Thank you for your letter of April 16. We still follow 
the instructions offered in the last paragraph of your letter. 

We would like to receive grading certificates for the entire quantity, prior to 
April 30. We realize, however, it isn’t always possible to act as fast as we 
would like. 

We understand the invoice is to be mailed to the Minneapolis office of CCC. 
How does the Minneapolis office tie in the invoice with certificates in the Chicago 
office ? 

We have, to date, received 12 certificates. 

Yours very truly, 
H. J. Her1nz Co., 
N. E. DANIELS, 
Vice President, Purchases. 


APRIL 23, 1954. 
Mr. N. E. DANIELS, 
H. J. Heinz Co., Pittsburgh, Pa. 
(Same letter mailed to MacLellan of United Biscuit Co.) 

DEAR MR. DANIELS: We are attaching, hereto, sample forms which you may 
use as a basis for billing the American Cheddar-type cheese you offered to the 
Commodity Credit Corporation under Da-112. 

We are also attaching, hereto, several public vouchers, form CCC-125, which 
the Commodity Credit Corporation prefers that you use when invoicing them. 

The Commodity Credit Corporation office prefers that you invoice them by 
total contract, and I think we all agree that it would be simpler for all concerned 
if their suggestion was followed. 
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Inasmuch as you will have several cheese-grading certificates covering your 
transaction with the Commodity Credit Corporation, we suggest that you list 
the certificates in the following manner, and make enough copies that you can 
attach a copy of the detail to each copy of the public voucher distribution : 


CHEESE-GRADING CERTIFICATE POUNDS 


The original and one copy of the cheese grader’s grading certificate, form 
Da-131, must be attached to the papers you submit to the Commodity Credit 
Corporation office at Minneapolis, Minn. 

I am quite sure that your contracts will tie out almost to the pound. However, 
if for some reason they do not, you may use a 5-percent tolerance, plus or minus, 
on your total contract. This 5-percent tolerance should be more than ample to 
handle any variances you may have. 

If you submit your invoice on the basis of total contract, you will use the 
following sentence instead of the sentence entitled “Choose grading certificate 
No. attached: ” “See attached detail listing cheese-grading certificate 
numbers.” 

Please bear in mind that you need only submit 1 public voucher and 1 of your 
invoices for the entire contract. However, the calculation on both the public 
voucher and the company invoice, if you invoice on total contract, must be on a 
total pound basis. 

Also, be sure that you invoice to the nearest full pound. 

If you have any further questions concerning the above, please feel free to 
contact this office. 

Yours very truly, 
KRAFT Foops COMPANY OF WISCONSIN, 
W. A. FENSKE. 


PITTsBUKGH, Pa., May 10, 1954. 


Kraft Foods Company of Wisconsin: 
Re letter May 7. Certificate No. 03918 not received. Please urge rushing 
duplicate. 
H. J. HeINz Co. 
N. E. DANIELS. 


Exuipir I—MremoranpuM DEFENDING THE LEGALITY oF ‘['RANSACTIONS 
PuRSvcANT to ANNOUNCEMENT Da-112 


The following memorandum defending the legality of transactions 
pursuant to announcement Da-112 was submitted to the Comptroller 
General by the Office of the General Counsel, United States Depart- 
ment of Agriculture. The memorandum was later submitted to the 
subcommittee. 


JULY 28, 1955. 


MEMORANDUM RE PURCHASES AND SALES OF DAIRY PropuCcTsS UNDER 
ANNOUNCEMENT DA-112 


The Secretary of Agriculture is directed by section 201 of the Agricultural Act 
of 1949 to support the price of “whole milk, butterfat, and the products of such 
commodities, respectively,” at such level not in excess of 90 percent nor less 
than 75 percent of the parity price as he determines necessary to assure an 
udequate supply. Such price support is required to be made through loans on 
or purchases of the products of milk and butterfat. The Secretary is required 
by seetion 406 of that act to announce the price-support level for milk and dairy 
products in advance of each marketing year and the level so announced may not 
be reduced during the year. Section 401 directs the Secretary to make such 
price support available through Commodity Credit Corporation and other means 
available to him. 

Except for these specific directives, sections 401 and 412 of the act vest full 
and final authority and discretion in the Department of Agriculture to determine 
the extent of price-support purchases, the types and character of purchases to be 


1 


made, and the other terms and conditions of price support. There is a wide 











528 PURCHASE RESALE TRANSACTIONS OF CCC 


variety of milk and butterfat marketed daily in many ways and over a wide 
area. There are also many grades and varieties of dairy products manufactured 
from such milk and butterfat. Many different individuals and firms of varying 
sizes manufacture or otherwise deal in one or more of such dairy products, some 
in large quantities, others in small quantities. These facts of the market place 
force the Department of Agriculture to make determinations as to what products 
and what grades will be purchased, the manner and times of such purchases, from 
whom such purchases shall be made, and whether such purchases will be in less 
than carload lots or in large units. 7 

All commodities acquired by the Commodity Credit Corporation under price 
support are made available for sale to the public. Section 407 of the Agricul- 
tural Act of 1949 provides that the Commodity Credit Corporation may sell any 
farm commodity owned or controlled by it at any price not prohibited by that 
section. Price limitations are placed only on sales of basic and storable non- 
basic commodities. Since dairy products have been determined to be nonstor- 
able, nonhbasic commodities under that act, they are not subject to any of the 
sales price limitations contained in said section 407. 

Section 5 of the Commodity Credit Corporation Charter Act provides that in 
the Corporation’s purchasing and selling operations with respect to agricultural 
commodities the Corporation shall, to the maximum extent practicable consistent 
with the fulfillment of its purposes and the effective and efficient conduct of its 
business, utilize the usual and customary channels and the facilities and arrange- 
ments of trade and commerce. Accordingly, the Corporation’s inventories ot 
dairy products are available for sale for domestic and export uses through the 
regular channels of trade. 

In order to stabilize and maintain the market price of dairy products at 
price-support levels and to encourage the private trade to carry normal inven 
tories, the Commodity Credit Corporation adopted in January 1950 the policy 
of selling dairy products back into the domestic channels of trade at a price 
equal to the support level current at the time of such sale, plus a markup 
hetween 1 and 38 cents a pound, depending upon the particular dairy product 
Thus, anyone may purchase dairy products from the Corporation at any time 
A manufacturer or handler would naturally prefer to repurchase his own 
product wherever possible On March 31, 1954, the Corporation held in its 
inventory available for such sale or other disposition in excess of 483 million 
pounds of cheese, 364 million pounds of butter, and 599 million pounds of nonfat 
dry milk solids 

On March 12. 1953, the Secretary announced that the price to farmers fo! 
milk and butterfat would be supported at 90 percent of parity during the market 
ing year April 1, 1953-—-March 31, 1954, through purchases by Commodity Credit 
Corporation of butter, Cheddar cheese, and nonfat dry milk solids meeting grade, 
minimum carlot quantities, and packaging specifications at specified prices 
which would reflect to producers of milk and butterfat 90 percent of parity 
The more specific terms and conditions under which offerings of dairy products 
could be made to the Commodity Credit Corporation and which became a part 
of each contract of sale were set forth in a series of numbered announcements 
each applicable to a designated product. These announcements were somewhat 
similar in form to the usual Government invitation for bids except that n 
quantity was specified other than requiring an offer to be in units of carlo 
lots and the price was fixed. The Commodity Credit Corporation, throug! 
its anouncement and by its course of conduct through the years, has committed 
itself to buy all of the dairy products which meet the grade and packaging 
specifications and other requirements of the applicable announcement that 
might be offered in carload lots by any manufacturer, processor, assembler, 
other handler of the product. 

This guaranty of an outlet for supplies of dairy products through sales t 
Commodity Credit Corporation makes it possible for manufacturers of dairy 
products to pay to farmers prices for milk based on the announced Commodity 
Credit Corporation purchase price for the product. Competition for farmer: 
milk tends to cause all dairy manufacturers to pay the requisite prices for al 
fluid milk utilized In buying from all handlers, manufacturers who man 
factured dairy products in less than ecarload lots are not excluded from the 
operation of the program as they may sell their products to assemblers w! 
complete any necessary processing or packaging and sell in turn to the Commodit 
Credit Corporation. 

The policy and practice of carrying out the dairy price-sunport program }: 
purchases upon the open market of dairy products from all handlers was first 
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adopted in 1947 and has been consistently followed by the Department a 
upon by the entire dairy industry. Congress has been aware of this 
and has not found it expedient to make any change therein other than 
a requirement in section 207 of the Agricultural Act of 1954 
Whenever any price support or surplus r 

commodity is carried out through purchases from « 
processors, the Secretary shall, to the extent practicable, obtain from the 
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variety of milk and butterfat marketed daily in many ways and over a wide 
area. There are also many grades and varieties of dairy products manufactured 
from such milk and butterfat. Many different individuals and firms of varying 
sizes manufacture or otherwise deal in one or more of such dairy products, some 
in large quantities, others in small quantities. These facts of the market place 
force the Department of Agriculture to make determinations as to what products 
and what grades will be purchased, the manner and times of such purchases, from 
whom such purchases shall be made, and whether such purchases will be in less 
than carload lots or in large units. | 

All commodities acquired by the Commodity Credit Corporation under price 
support are made available for sale to the public. Section 407 of the Agricul- 
tural Act of 1949 provides that the Commodity Credit Corporation may sell any 
farm commodity owned or controlled by it at any price not prohibited by that 
section. Price limitations are placed only on sales of basic and storable non- 
basic commodities. Since dairy products have been determined to be nonstor- 
able, nonhasic commodities under that act, they are not subject to any of the 
sales price limitations contained in said section 407. 

Section 5 of the Commodity Credit Corporation Charter Act provides that in 
the Corporation’s purchasing and selling operations with respect to agricultural 
commodities the Corporation shall, to the maximum extent practicable consistent 
with the fulfillment of its purposes and the effective and efficient conduct of its 
business, utilize the usual and customary channels and the facilities and arrange- 
ments of trade and commerce. Accordingly, the Corporation’s inventories of 
dairy products are available for sale for domestic and export uses through the 
regular channels of trade. 

In order to stabilize and maintain the market price of dairy products at 
price-support levels and to encourage the private trade to carry normal inven 
tories, the Commodity Credit Corporation adopted in January 1950 the policy 
of selling dairy products back into the domestic channels of trade at a price 
equal to the support level current at the time of such sale, plus a markup 
hetween 1 and 38 cents a pound, depending upon the particular dairy product 
Thus, anyone may purchase dairy products from the Corporation at any time. 
A manufacturer or handler would naturally prefer to repurchase his own 
product wherever possible. On March 31, 1954, the Corporation held in its 
inventory available for such sale or other disposition in excess of 483 million 
pounds of cheese, 364 million pounds of butter, and 599 million pounds of nonfat 
dry milk solids. 

On March 12. 1953, the Secretary announced that the price to farmers fo 
milk and butterfat would be supported at 90 percent of parity during the market 
ing year April 1, 1953-March 31, 1954, through purchases by Commodity Credit 
Corporation of butter, Cheddar cheese, and nonfat dry milk solids meeting grade, 
minimum carlot quantities, and packaging specifications at specified prices 
which would reflect to producers of milk and butterfat 90 percent of parity 
The more specific terms and conditions under which offerings of dairy products 
could be made to the Commodity Credit Corporation and which became a part 
of each contract of sale were set forth in a series of numbered announcements 
each applicable to a designated product. These announcements were somewhat 
similar in form to the usual Government invitation for bids except that no 
quantity was specified other than requiring an offer to be in units of carload 
lots and the price was fixed. The Commodity Credit Corporation, through 
its anouncement and by its course of conduct through the years, has committed 
itself to buy all of the dairy products which meet the grade and packaging 
specifications and other requirements of the applicable announcement that 
might be offered in carioad lots by any manufacturer, processor, assembler, or 
other handler of the product. 

This guaranty of an outlet for supplies of dairy products through sales to 
Commodity Credit Corporation makes it possible for manufacturers of dairy 
products to pay to farmers prices for milk based on the announced Commodity 
Credit Corporation purehase price for the product. Competition for farmers’ 
milk tends to cause all dairy manufacturers to pay the requisite prices for all 
fluid milk utilized. In buying from all handlers, manufacturers who manu 
factured dairy products in less than carload lots are not excluded from fhe 
operation of the program as they may sell their products to assemblers who 
complete any necessary processing or packaging and sell in turn to the Commodity 
Credit Corporation. 

The policy and practice of carrying out the dairy price-support program bh) 
purchases upon the open market of dairy products from all handlers was firs 





PURCHASE RESALE TRANSACTIONS OF CCC 329 


adopted in 1947 and has been consistently followed by the Department and relied 
upon by the entire dairy industry. Congress has been aware of this practice 
and has not found it expedient to make any change therein other than placing 
a requirement in section 207 of the Agricultural Act of 1954 to the effect that 
‘Whenever any price support or surplus removal operation for any agricultural 
commodity is carried out through purchases from or loans or payments to 
processors, the Secretary shall, to the extent practicable, obtain from the proces 
sors such assurance as he determines adequate that the producers of the 
agricultural commodity involved have received or will receive maximum benefits 
from the price support or surplus removal operation.” 

On February 15, 1954, the Secretary of Agriculture announced that price 
support for milk and butterfat and the products thereof would be reduced from 
90 percent of parity to 75 percent of parity effective April 1, 1954. Prices which 
farmers were receiving for milk began declining despite the guaranteed 90 percent 
parity support level applicable to sales made prior to April 1, 1954. Purchases 
of dairy products by regular merchandising outlets were falling off in anticipa 
tion of the lower market prices which would prevail after April 1. The 
Department of Agriculture concluded that the decline in farmers’ prices was 
attributable to the fact that manufacturers, in view of the imminent decline 
n both market and support prices, were adjusting downward the buying prices 
for milk and butterfat to avoid having stock on their hands which, prior to 
April 1, could not be inspected and offered to Commodity Credit Corporation or 
sold without loss in regular trade channels. 

Under the Commodity Credit Corporation purchase announcements the dairy 
products had to be graded at the time of making an offer of sale to Commodity 
Credit Corporation. This meant that a large quantity of cheese and nonfat 
dry milk solids which would be manufactured in March 1954 conld not be offered 
during that month to the Corporation. A curing process of 10 days is necessary 
before cheese can be inspected. Also, a delay of 10 or 12 days results from a 
requirement for laboratory analysis for nonfat dry milk solids and for cheess 
offered on a dry basis. Accordingly, in an effort to halt the decline in the prices 
farmers received during the month of March and thereby fulfill its obligations 
under the price-support program, the Commodity Credit Corporation on March 9, 
1954, amended its outstanding announcements so as to permit offers for the sale 
of existing dairy products to be made during the month of March, subject to the 
completion of inspection and grading analysis at a later date. 

It was quite apparent to the Commodity Credit Corporation that large stocks 
of dairy products would be offered in March. It was also apparent to the De 
partment that promptly after April 1 there would be an increase in demand for 
dairy products at the new lower market prices by retailers who had been cur- 
tailing purchases in anticipation of such lower prices, that this demand for a 
short time would exceed current production, and that as a consequence there- 
of handlers would upon April 1, be calling upon Commodity Credit Corporation 
for products from its inventories at its regular sales prices effective on and 
after April 1. It was known that the Comodity Credit Corporation’s sales 
prices after April 1 would be adjusted to the new support level. The Cor- 
poration desired to take advantage of this increased demand and reduce its 
inventories to the extent possible at such sales price. Knowing that mans 
manufacturers and handlers who would be selling dairy products in March 
would also be wanting to buy similar dairy products from the Corporation in 
April, the Corporation decided that if it entered into a special contract with 
such manufacturers and handlers under which they would agree to buy in April 
the dairy products which they sold to the Corporation in March, a number of 
benefits would result, such as: 

(1) Expense to Commodity Credit Corporation of an unnecessary movement 
of the product to a Commodity Credit Corporation approved warehouse and of 
placing it in storage for a month or more would be avoided. 

(2) With a definite sales outlet assured, the Commodity Credit Corporation 
could permit the commodity to be packaged in regular commercial packages and 
sizes with trade labels thereon, thus eliminating the waste of packaging tem- 
porarily in Commodity Credit Corporation’s required type and size of bulk 
containers, 

(3) Faster movement of the commodity in April would be facilitated, result- 
ing in increased sales to the trade at support levels. This helped to prevent a 
temporary shortage of cheese in retail outlets that would have cut consumption 
and also helped to lessen the Corporation’s inventories. 
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Accordingly, on March 9, the Corporation issued its contracting form desig- 
nated “Announcement Da-112,” setting forth the terms and conditions under 
which those who desired to sell in March to, and buy in April from, the Cor- 
poration any given quantity of dairy products would offer such products to the 
Corporation prior to March 31, 1954, at the then existing Commodity Credit 
Corporation purchase price and immediately contract to buy back the same prod- 
ucts during April at Commodity Credit Corporation’s new regular April sales 
price. Such commodities would remain with the vendor from the time of of- 
fering to Commodity Credit Corporation in March to the time in April when 
the resale was completed. Any such dairy products which. the handler did not 
desire to repurchase could be offered as theretofore under the regular offer 
forms and packaged in accordance with Commodity Credit Corporation’s regu- 
lar specifications. 

The Commodity Credit Corporation purchased and sold under announcement 
Da-—112, 86.6 million pounds of cheese and approximately 5 million pounds of 
butter. No nonfat dry milk solids were offered to Commodity Credit Corpora- 
tion under announcement Da-112. At the same time, it purchased, in March, 
under its other dairy products announcements 95 million pounds of cheese, over 
81 million pounds of butter, and over 129 million pounds of nonfat dry milk 
solids, all of which it moved into its inventories or otherwise disposed of under its 
donation progranr, During April 1954 the Corporation also sold from its inven- 
tories over 7 million pounds of cheese and approximately 1 million pounds of 
butter in addiiton to the sales it made under announcement Da-112. 

The question is presented whether these purchases and sales accomplished under 
announcement Da—112 were, in fact, a “payment” program and a device designed 
to circumvent the legislative purpose in not authorizing payments as a method of 
price support. Every purchase and every loan involves a payment to the vendor 
or the loanee; hence, not all payments are prescribed by the Agricultural Act of 
1949. It is very clear from the price-support legislative history that the “pay 
ment’ method of price support as distinguished from a purchase or loan method 
has a very distinct and definite meaning. Title II of the Agricultural Act of 
1948, somretimes referred to as the Aiken Act, provided for price support by means 
of “loans, purchases, payments, and other operations.” This would have been 
effective January 1, 1950. Senator Aiken inserted in the Congressional Record 
an analysis of the Aiken Act (title II of the Agricultural Act of 1948). He stated: 

“The Secretary is authorized to extend supports to agricultural commodities 
through loans, purchases, payments, and other operations. This provision makes 
allowance for the support of any commodity through compensatory payments, 
which have been very much in the controversial limelight lately. 

“The committee which formulated the act believed then there might be times 
when it would be desirable to let surpluses of specific commodities find their own 
market level so that consumers might benefit from large production” (Congres 
sional Record, p. 15014 (Sept. 13, 1949) ; 95 Congressional Record, 12776 (1949) ). 
[Emphasis supplied. | 

On July 7, 1949, the House Committee on Agriculture reported out H. R. 5345 
(Court. No. 998). This bill was subsequently to become the Agricultural Act 
of 1949, and provided for support through “loans, purchases, and other opera- 
tions” and in addition authorized the Secretary at any one time to support the 
prices of not more than three agricultural commodities through production pay- 
ments. The House stated, on page 4 of the report: 

“The Aiken Act, in granting this unlimited authority for the use of the pay- 
ment plan, authorizes the Secretary to establish a support price for a com- 
modity, or any number of commodities, to make no effort to maintain the market 
price at the support level, to let the market price break to any level established 
by supply and demand, and then pay the producers the difference between the 
price they get in the market and the support price * * *.’ [Emphasis supplied. | 

On June 24, 1954, Mr. Hope introduced H. R. 9680 which, as later amended 
and enacted, is the Agricultural Act of 1954. The bill was reported with amend 
ments, and committed to the Committee of the Whole House on June 26, 1954 
This bill provided for price support of milk and butterfat and the products of 
such commodities “through loans on, or purchases of, and, for the period ending 
March 31, 1956, other operations in connection with milk and the products of 
milk and butterfat * * *.” [Emphasis supplied.] Report No. 1927 which ac- 
companied H. R. 9680 when committed to the Committee of the Whole House 
explained the words “other operations” in the bill as follows (p. 2): “With this 
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authority he may use direct payments to plants or producers’ as a means of 
price support if he desires.” Again, on page 24, the report states: 

“The words ‘other operations’ will authorize the use of a ‘sell-back’ or payment 
plan to plants producing butter and other dairy products to make up the differ- 
ence between the support level on those products and the market price at which 
they can be sold. This authority is limited to the period ending March 31, 1956. 
If this authority is used by the Secretary in the manner which has been out- 
lined to the committee by officials of the Department of Agriculture, the increase 
in the support level from 75 to 89 percent of parity on September 1 will not result 
in any increase in the cost of butter or other dairy products to consumers.” [Em- 
phasis supplied. | 

S. 3052, a bill to provide continued price support for agricultural commodities, 
and for other purposes, was introduced in the Senate on March 2, 1954. As re- 
ported to the Senate on July 15, Senate Report No. 1810, the bill provided that 
price support of whole milk, butterfat, and their products “shall be provided 
through lvans on, or purchases of, or for the period ending August 31, 1956, 
payments to the producers or processors of milk, butterfat, and the products of 
milk and butterfat * * *.” [There followed authorization for use of funds to 
increase consumption of fluid milk in schools and matters relating to fixing the 
level of price support not pertinent to this discussion. ] 

In commenting on the last-quoted language in the bill in Senate Report 
No. 1810, the Committee on Agriculture and Forestry said, page 46: 

“In order that the increased support level need not increase consumer pricea, 
the committee, in addition to the present loans and purchases operations, quthor- 
izes price support to be provided through payments to producers or processors 
of milk, butterfat, and products of milk and butterfat. It is the intent of the 
committee that the term ‘producers’ includes cooperatives where dairy farmers 
are cooperatively organized.”  (Hmphasis supplied.) 

For a further description of payments as a method of price support, see see 
tion IT, page 37, et seq., of House Document No. 57, 84th Congress, Ist session, 
A Study of Alternative Methods for Controlling Farm Milk Production and Sup- 
porting Prices to Farmers for Milk and Butterfat. This study deals rather fully 
with the various methods of price support and the effects of each such type of 
operation. In the opening paragraph, on page 37, it speaks of two general 
avenues of approach usually referred to as the purchase and payment plans and 
tersely indicates the latter method as one under which “market prices of dairy 
products could be permitted to adjust to whatever level would move the total 
supply through commercial outlets, with farmers receiving their returns from 
sales of milk and butterfat partly from the market prices and partly in pay- 
ments directly or through processors and dealers from the agency administering 
the program,” 

Congress, in its final enactment of both the Agricultural Act of 1949 and the 
\gricultural Act of 1954, rejected payment methods of price support which 
vould have the effect of permitting the price of dairy products to drop in the 
market, preferring to have the price of milk and butterfat supported through 
such purchases of or loans on the products of milk and butterfat as would result 
n milk and butterfat and the products thereof being sold on the open market 
© consumers at levels which reflect the support price. 

The question of whether a payment program could be conducted under the 
\gricultural Act of 1949 was submitted to the Solicitor of the Department of 
\griculture, who, in an opinion dated May 7, 1954 (Op. Sol. 5587), coneluded 
that the Corporation could not engage in payment programs, but was limited to 
supporting the price of milk and butterfat through the means of purchases of 

loans on milk and butterfat and the products thereof. The Attorney General 

meurred in this conclusion by an opinion dated June 9, 19-4. 

Following the amendment of the Agricultural Act of 1949 by the Agricultural 

t of 1954, the question was again presented to the Solicitor whether price sup- 
ports of milk and butterfat could be conducted through a plant payment method 
or through a purchase and resale method of the scope above described. On Octo- 

13, 1954, the Solicitor ruled (Op. Sol. 5600) that the Agricultural Act of 
+, aS amended by the Agricultural Act of 1954, did not authorize the use of 


T 





In ineluding “producers” among those to whom payments could be made the term 
ther operations” under this section would appear to be given a broader meaning than 
ere used in other sections of the Agricultural Act of 1949 with respect to other com 
odities. Possibly to avoid such a problem of interpretation, the Senate bill as reported 
avoided the term “other operations” and specifically authorized payments to 
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payments as a method of price support either directly or through the device of 
wash-sales operations. On October 19, 1954, the Secretary of Agriculture re- 
quested the opinion of the Attorney General as to “whether section 201 (c) of 
the Agricultural Act of 1949, as amended by the Agricultural Act of 1954, au- 
thorizes the Secretary of Agriculture to support the price of milk and butterfat 
by means of a program under which payments would be made to processors of 
dairy products in an amount equal to the difference between the prevailing mar- 
ket price for such products and a price therefor which would reflect to producers 
the intended level of price support for milk and butterfat utilized in such prod- 
ucts.” In a reply dated December 28, 1954, the Attorney General stated: “I have 
noted from the submission that your Solicitor has concluded that section 201 
(ec), as amended, does not authorize you to support prices to producers through 
payments to processors of dairy products directly or through the device of a 
“wash sale” operation under which Commodity Credit Corporation would pur- 
port to purchase dairy products and simultaneously sell them back to the proc- 
essor at a price lower than the purchase price, making a payment to the processor 
of the difference between the purported purchase and resale prices.’ It is as- 
sumed that the latter conelusion rests on the use of the so-called wash sale opera- 
tion to circumvent the legislative purpose in not authorizing subsidy payments 
as a method of price support.” The Attorney General went on to review the 
legislation and its history and concluded: “T would, therefore, upon all the con- 
siderations discussed, agree with your Solicitor and answer your specific ques- 
tion in the negative. In reaching this conclusion I, of course, do not pass either 
upon the scope of vour authority under section 201 (cc), as amended, to dispose 
of surplus stocks of dairy products owned by the Commodity Credit Corporation 
or the legality of any particular disposal method,” 

It should be noted that neither the Solicitor nor the Attorney General ruled 
that in exercising its authority to purchase and sell price support commodities 
any contract for purchase and sale by the Corporation would be illegal. There 
was considered only those purchase and sale transactions affecting the entire 
production of a commodity and utilized to circumvent the legislation by having 
the effect of a payment program in permitting the price of dairy products to fall 
helow the support price. The purchases and sales under announcement Da-—112 
were not of this tvpe. The purchase and sales so made had just the opposite 
effect. The sales consummated in April 1954 were at a price of 1 to 3 cents 
above the then support price for dairy products and the prices to consumers were 
at all times stabilized at price support levels. 

It has been suggested that since Commodity Credit Corporation did not tak 
actual physical delivery of the dairy products under announcement Da—112 and 
could not exercise total dominion thereover that the transfer of title was but 
fiction and since payments for the dairy products were made by a balancing of 
accounts, the Corporation paying the difference to the manufacturer or handler 
the entire transaction was, in fact, a payment program and necessarily was a de 
vice in circumvention of the statute. Such a conclusion is not correct or wat 
ranted. The Corporation under the contract effected all of the domination over 
the commodity that it found necessary, to wit: Each pound of the products si 
purchased was removed from the normal markets in March and did not reente 
the channels of trade and commerce until in April and then at prices above the 
support level. It is axiomatic that a purchase or sale takes place when ther 
has been a transfer of title for a monetary consideration. Section 1 of the Uni 
form Sales Act defines sales as follows: 

(1) A contract to sell goods is a contract whereby the seller agrees fo 
transfer the property in goods to the buyer for a consideration called the 
price. 

(2) A sale of goods is an agreement whereby the seller transfers th 
property in goods to the buyer for a consideration called the price. 

(8) A contract to sell or a sale may be absolute or conditional. 

* * * = * * * 

The property or title in the goods may pass to the buyer without the transfer f 
him of the actual possession of the goods. Birdsong v. W. H. & F. Jordan, |/ 
Inc. (297 F. 742 (2nd Cir.)). Both at common law and under the Sales Act sale 
of personal property is completed and title may pass between the vendor and 
vendee before or without delivery of the Commodity. Briggs v. United States 
(148 U. S. 346, 354) ; section 19, rule 1 of Uniform Sales Act: C. M. Hall Lamp 
Co. v. United States (201 F. 2d 465 (6th Cir. 1953)). The essential elements of 
such a sale are that the parties intend the title to pass immediately or before ‘ 
without delivery. 
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4 contract of sale may provide for repurchase by and r 
seller at a stated price, which is usualiy, but not always, the price paid by 
buyer. Not only may 2 contract of sale provide for reconveyance to the sel 
but an actual manual delivery changing the location is not in a ases essential. 
tyers v. McCandless (23 Atl. 344, 147 Pa. 49). Such contracts are not uncom- 


mon at law or in business and are valid and enforcible contracts unless fraudu- 


lent or contrary to public policy. (Suhre v. Busch, 348 Mo. 170, 120 S. W. 2d 47) ; 
Beck v. Blue, 42 Ala, 32, 94 Am. Dec. 630; Ophir Consol Mines Co. vy. Brynteson, 
143 Fed. S829 (7th Cir.) ; Buse v. Page, 82 Minn. 111, 19 N. W. 736: Lane v. Nunn, 
211 Mo. App. 280, 248 S. W. 427. Under the act of March 11, 1941, which au- 
thor nment “to procure” facilities for the manufacture 
of preducts needed for defense purposes, the Secretary of Agriculture entered 
into contracts with a number of processors under which milk drying and vege- 
table dehydration plants were constructed and sold to the Government and i 
each deed of conveyance there was a provision providing that when such p 
were no longer needed for defense purposes title would revert to the 

pon piyment of the original purchase pri ss depreciati 


vor is a contract providing both for : 


nand a sale back to the original vei 
Commodity Credit Corporation is concerned 
‘ommodity Credit Corporation, under its Delay 
il commodities, purchased from process 


original processors Many commodities such 


fluid milk for the purpose of providing a means to the processors f 


ommodities to domestic consumers within ceiling prices. Congre 
nized the existence of this authority and enacted legislation prescri 

mitations upon the use thereof 

It is submitted that the word “p 
iequire full and unfettered title in, dominion over, or right to, the commodity 
purchased and that nothing in the Agricultural Act of 1949 requires the Secretary 

f Agriculture to effect any type of purchase or control over a commodity to any 
extent greater than that which he has determined desirable in order to provide 
price support. 

Stock is sometimes sold by a corporation to its employees with the agreement 
that the corporation will be entitled to repurchase the stock if the employee leaves 
the corporate employment within a specified time. The stock may not actually 
he issued to the employee but held for his account. Such contracts are valid. 
(See 48 A. L. R. 625: 66 A. L. R. 1182; Harker v. Ralston Purina €0., 45 F. 2d 929 
(7th Cir. 1930), cert. denied 284 U. S. 619: Fleitmann vy. John M. Stone Cotton 
ills, 186 Fed. 466 (5th Cir. 1911), cert. denied 223 U.S. 723. In re Woody et al., 
of F. 2d 207 (D.C. N. Y. 1932), affirmed 57 F. 2d 1087 (2d Cir.).) 

A point has been made that announcement Da—112 did not obligate the handler 
o deliver to Commodity Credit Corporation, in view of the provision which stated 
that if he failed to hold the commodity for the requisite time and deliver to 
Commodity Credit Corporation, the contract would be void. Inasmuch as the 
Commodity Credit Corporation, under its price support activities, only desires 
to acquire title to the quantity of the commodity which is surplus, i. e., that which 
annot be sold into the market at or above the then existing price support level, 
t is not unusual for the Corporation to either place a provision in its contracts 
inder which the vendor is excused from delivery if he can find another outlet 
for his product or at the request of the vendor to amend the contracts, reducing 
the quantity for delivery thereunder, should the vendor have found other Sales 
utiets. Such a provision, however, does not negate the transaction if the 

ommodity is held for the Commodity Credit Corporation nor does it relieve the 
Corporation from its obligation to accept the commodity if tendered. In the 
ase of In re Woody et al., supra, Ward purchased from Woody & Co. 1,000 shares 
stock. The purchase transaction included a guaranty from the vendor that 
would repurchase such stock within 30 days at a stated price. The guaranty 
vas conditioned upon Ward’s not selling the stock in the meantime. Without 
s knowledge, Ward's brokers made a substitution for other certificates of stock 
the same company so that Ward did not have the identical certificates to 
tender Woody & Co, refused to repurchase on the defense that this substitution 
hbsolved them from their obligation. The court held that such substitution was 
not a sale by Ward and allowed his claim against the bankrupt estate of Woody. 
In all of the transactions in question the dairy products were held the requisite 
ine and title did pass to Commodity Credit Corporation and a sale from the 
orporation to the handler was subsequently effected. 


‘purchase’ does not require that the purchaser 
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In this connection, it is interesting to note the language of the court in United 
States v. Coffee Exchange (263 U. S. 611 (1924)). In that case the United 
States was seeking an injunction under the antitrust laws in connection with 
contracts upon the exchange for future deliveries of raw sugar. The Court, 
in denying the injunction, stated, in part (p. 616): 

“The contracts made are for future delivery. There are no ‘wash’: sales; 4. e., 
merely bets upon the market in which it is understood between the parties that 
neither is bound to deliver or accept delivery. But it is true that the sugar 
is not delivered except in a very small percentage of the contracts. The con- 
tracts are settled by offsetting purchases against sales: i. e., by ‘matching’ as it 
is called, or by ‘ringing.’ This is the same general method of settlement as that 
which prevails in grain sales for future delivery on the Chicago Board of Trade, 
and is described by this Court in Board of Trade v. Christie Grain & Stock Co. 
(198 U. 8. 236, 247, et seq.).”. [Emphasis supplied. ] 

While under announcement Da-—112 there was to be no physical movement of 
the goods, there was definitely intended to be a passage of title between the 
parties. Moreover, the commodities had to be held in position a requisite period 
of time, inspection, grading, and laboratory analysis made, and the Commodity 
Credit Corporation satisfied with what it had purchased. As in the Coffee Ex- 
change case, the financial obligations of the parties were settled by offsetting 
purchases against sales. The difference was paid by a single draft. 

Announcement Da-112 and the offers and acceptances made thereunder are 
prima facie purchases and sales transactions. In determining whether a trans- 
action is other than that which it purports to be, the important question becomes 
what was the intention of the parties (see Buse v. Page, supra.) There was 
no intention on the part of the Commodity Credit Corporation other than to 
make such purchases as were necessary to fulfill the Department’s price-support 
obligations. The sales were for the purpose of not holding in inventory after 
April that which could be sold above price support. Commodity Credit Corpora- 
tion intended and believed that it was making a true purchase and a true sale. 
It is to be noted that such purchases and sales were limited in their application 
and did not permit the market price of the commodity involved to fall below 
the support level; that these purchases and sales were brought about by the 
sharp drop in the price-support level effective April 1, 1954, and could only be 
of a short duration and extent as dictated by the market adjusting to the new 
level of support. It is to be further noted that at no other time since dairy 
price supports have been inaugurated has there been such a decline. There have 
been increases. Shortly after the outbreak of hostilities in Korea, the market 
demand for dairy products so increased that purchases by Commodity Credit 
Corporation in the open market dropped and the Corporation was able to make 
extensive sales into the domestic market at its regular inventory price levels, 
thereby stabilizing the market price. 

There is an area for differences of opinion as to the soundness of the various 
policies which may be adopted in determining the methods of price support 
to be employed, the areas of operation, the extent thereof, the terms and con 
ditions thereof, ete. With this in mind, Congress enacted section 412 of the 
Agricultural Act of 1949, which provides that: “Determinations made by the 
Secretary under this Act shall be final and conclusive: Provided, That the scope 
and nature of such determinations shall not be inconsistent with the provisions 
of the Commodity Credit Corporation Charter Act.” 

Congress has seen fit to place absolute, full, and final discretion and authority 
in the Secretary in administering the act, with the exception that he may not, 
through his authority under such act, override the authority of the Commodity 
Credit Corporation in directing that Corporation to undertake price-support 
activities. The fact that there has heen but this single exception emphasizes 
there is no other qualification of the authority granted (Richfield Oil Corp. \ 
State Board. 329 U. S. 69, 76: Cunard 8S. S. Co. v. Mellon, 262 U. S. 100, 128) 
It is, therefore, submitted that in the absence of any showing of fraudulent 
intent. arbitrariness, and capriciousness, the validity of these transactions is 
not subject to question. At no time has there been asserted that the actior 
taken was fraudulent, arbitrary, or capricious. 

We conclude that Da-112 effected a purchase-and-sale transaction: that the 
Agricultural Act of 1949 vests within the Department of Agriculture final at 
conclusive authority for the determination of the manner in which purchases 
are to be made and the terms and conditions thereof essential to effect price 
support: and that a determination to make purchases and sales under announce 
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ment Da-112 constituted a proper exercise of such authority; and that such 
transactions did not constitute or effect a payment plan in circumvention of the 
Agricultural Act of 1949. 








Exuisir J—ComprrotterR GENERAL'S DECISION RE THE PURCHASE- 
ResaLE TRANSACTION OF THE ComM™Mopity CREDIT CORPORATION, 
Avaust 15, 1955 










COMPTROLLER GENERAL OF THE UNITED STATES, 

Washington, August 15, 1955. 

Hon. L. H. FountrAIn, 
Chairman, Intergovernmental Relations Subcommittee, 

Committee on Government Operations, House of Representatives. 


Dear Mr. CHAIRMAN: Your letter of July 29, 1955, requests our opinion as 
to whether the transactions entered into and the payments made by the Com- 
modity Credit Corporation to support the price of dairy products through the 
purchase and resale thereof pursuant to announcement Da-112, dated March 9, ‘ 
1954, were authorized by law. 
The facts and circumstances surrounding the Da—-112 program as related to 
cheese have been extensively developed and reported in the hearings before your 
subcommittee. We also have read a legal brief prepared by counsel for the 
administrative agencies concerned, a copy of which it is understood was furnished 
to your subcommittee. It appears that dairy products were supported at 90 per- 
cent of parity during the marketing year 1953-54. The Commodity Credit Cor- 
poration purchased American Cheddar cheese which met grade, size, and pack- 
aging requirements at 37 cents per pound and sold the same at a price 2 cents 
higher than the support price, or 389 cents per pound, during this period. In ; 
February 1954, the Department of Agriculture announced that with the beginning 
f the 1954-55 marketing year, on April 1, dairy price supports would be reduced 
to 75 percent of parity and that thereafter the Corporation would buy Cheddar 
heese at 324% cents per pound and offer it for resale at 5444 cents per pound. 
Announcement Da-—112, issued March 9, 1954, offered to purchase cheese during 
the remainder of March, at the March purchase price of 37 cents per pound, pro- 
vided the offerers contract simultaneously to repurchase the cheese during April, 
at the April sales price (3414 cents per pound). The cheese was to remain in the 
custody of the seller and delivery and transfer of title was to take place at the 
time of grading or when the offer was accepted, whichever was later. It was : 
to revert to the seller on April 1, if graded prior to that time, or as soon as it was 
yvraded, if the grading took place after April 1. On April 1 or as soon afterward 
us the cheese had been graded, the seller could submit vouchers or invoices, to- 
gether with USDA grading and inspection certificates, and receive payment of the 
net difference between purchase and sale prices. lDifference payments exceeding 
2 million were made for some 86.6 million pounds of cheese. 



























Authority for the dairy products support program is contained in the Agricul- 
tural Act of 1949 (63 Stat. 1052, 1053, 7 U. S. C. 1446 (¢)), section 201 (c) of 
which provides as follows: 

“The price of whole milk, 





butterfat, and the products of such commodities, 
respectively, shall be supported at such level not in excess of 90 per centum nor 
ess than 75 per centum of the parity price therefor as the Secretary determines 
necessary in order to assure an adequate supply. Such price support shall be 
rovided through loans on, or purchases of, the products of milk and butterfat.” 

Previous legislation (sec. 1 of the Agricultural Act of 1948, 62 Stat. 1246) 










il permitted price support through “loans, purchases, or other operations.’ 
Fhat omission from the 1949 act of authority to engage in “other operations 
early left only the methods of loans or purchases available seems to be 
uted. (See Opinion of the Solicitor, Department of Agriculture, No. 5587, dated 
lay 7, 1954; Opinion of the Attorney General of the United States dated June 9, 
m4, vol. 41, No. 28.) 
While the purchase method of supporting prices for dairy products with which 
are concerned involves many complicated considerations, if 
irchase” means an acquisition, if not of full ownership, of a property interest 
the commodity which, at the very least, would permit its complete removal 
ithe market. Also, it is clear that the purchase method is to be distinguished 
Ina direct payment without acquisition of any interest in the cominodit 
employment of which method the Department of Agriculture has re 
ld require additional legislation. 
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trolling Farm Milk Production and Supporting Prices to Farmers for Milk and 
Butterfat, H. Doc. No. 57, 84th Cong. (Jan. 5, 1955) ). 

As stated in the legal brief, “Commodity Credit Corporation intended and be- 
lieved that it Was making a true purchase and a true sale.” Apparently, there- 
fore, the purchase function of the Da-112 transactions was to remove the com- 
modity from normal markets and to keep it from reentering them until after 
April 1. While it is recognized that the price-support program necessarily in- 
volved problems of disposal, it thus is pertinent and necessary to consider whether 
the transactions involved bona fide purchases. 

The conditions of Da-112 required the commodity to meet inspection standards 
(sec. 5) and to be held until April 1 (sec. 9) to be eligible. Section 10 required 
agreement to repurchase, and section 11 provided, in pertinent part, that “de- 
livery of the commodity to CCC * * * shall effect redelivery by CCC to the 
offerer on April 1 or on the date CCC takes delivery, whichever is later. 

These conditions fail to disclose any element of property interest passing to the 
Government that normally would be indicative of or prerequisite to a bona fide 
purchase. That the Government not only did not acquire any dominion whatso- 
ever over the cheese purported to be purchased but firmly committed itself to 
resell to the offerer the identical cheese purchased appears to have been estab- 
lished beyond reasonable question by testimony at the hearings, beginning at 
page 369. However, in the brief it is contended in part as follows: 

“It is submitted that the word ‘purchase’ does not require that the purchaser 
acquire full and unfettered title in, dominion over, or right to, the commodity 
purchased and that nothing in the Agricultural Act of 1949 requires the Secre- 
tary of Agriculture to effect any type of purchase or control over a commodity 
to any extent greater than that which he has determined desirable in order to 
provide price support.” 

Also, it is stated that “* * * The Corporation under the contract effected 
all of the domination over the commodity that it found necessary, to wit: Each 
pound of the products [butter as well as cheese was covered by the Da-112 
program] so purchased was removed from the normal markets in March and 
did not reenter the channels of trade and commerce until in April and then at 
prices above the support level. * * *” 

While it doubtless was intended that the Government would acquire an inter- 
est in the cheese sufficient to constitute compliance with the purchase require- 
ments of section 201 (c), a realistic analysis of the so-called purchase-resale 
arrangements indicates that the purported sellers never parted or obligated 
themselves to part with their property and that the purported buyer never 
bought or obligated itself to buy such property. Since it was stipulated in section 
9 that “failure of the offerer to hold the commodity for CCC until its redelivery 
to the offerer shall render the contract void,” not only was acquisition of a 
sufficient property interest to insure withdrawal from the market made impos- 
sible but expressly provided against. We are unable to see how, as a practical 
matter, the arrangement constituted anything more than an offer by the Gov- 
ernment, continuing until April 1, which might be accepted only by meeting the 
condition of having the commodities on hand at that date, and which was so 
indefinite and vague as to property rights obligated that it did not remove them 
from the market or constitute an agreement to sell any particular interest in 
them. 

No useful purpose would be served by considering whether any different result 
would be reached in respect to the legal effect of the arrangements if the Gov- 
ernment had reserved a right to retain the cheese offered or to return other than 
the identical cheese, or if provision had been made for liability in the event it 
was not held until April1. But in any event a comparison of such arrangements 
with those actually employed illustrates the deficiencies of the purported pur- 
chase function. It is significant that under the actual transactions specially 
selected or aged cheese valued at in excess of the Government purchase price 
could and may have been offered and collected for entirely without risk of loss 
on the part of its owners. 

Even if the purported agreement to purchase if held until April 1 was not 
simultaneously canceled by the inconsistent agreement to resell at that time, 
the composite net result obviously was that no actual change in the status of 
the property occurred, and the purchase and sale elements of the transaction 
constituted in effect simply an agreement to pay a difference between the March 
Government purchasing price and the April Government selling price. 
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There has been noted the provision in section 412 of the Agricultural Act of 
1949 (7 U.S. S., 1429) that “Determinations made by the Secretary under this 
Act shall be final and conclusive * * *.” Clearly, the determinations referred 
to are those involving exercise of the discretion delegated with respect to matters 
left to his judgment, such as choice between a loan or purchase method, but 
certainly not a determination as to whether “purchases” or “other operations” 
could be employed in disregard of the methods of price support authorized under 
the language of section 201 (c). 

In the circumstances, it is our opinion that the Da—112 transactions were not 
premises upon bona fide purchases within the meaning of the Agricultural Act 
of 1949 and, consequently, that payments thereunder were unauthorized and 
improper. 

However, we do not in any way question the sincerity of purpose, or infer 
that there was intentional wrongdoing, on the part of any officer concerned. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
x 











